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Here 1s your Kev to BIGGER LOAN TOTALS 






AND BIGGER PROFITS 


If you can increase your Bank’s com- 
mercial loan business on a basis that 
is consistent with the dictates of sound 
banking you're going to do it, natur- 
ally. You CAN do it, through the use 
of Lawrence System field warehouse 
receipts. If you have a wholesale gro- 
cer in your community, or a packer, 
canner, manufacturer—any type of 
business in fact with readily market- 
able inventory in its balance sheet—it 
will pay you to investigate how we 
issue warehouse receipts against such 
inventory RIGHT WHERE IT IS! In ad- 
dition to putting more sound loans in 
your portfolio, you'll find that business 
men appreciate the release of addi- 
tional working capital which this sys- 
tem makes possible. Here’s something 
definite you can do about increasing 
loan totals NOW. Write for free book- 
lets describing the Lawrence System 


Laurence System 


CREATING COMMODITY PAPER AGAINST INVENTORY 
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Inspiring Poster 


Srrs: Because of the enthusiastic com- 
ments our current exhibition of the hous- 
ing poster entitled “Look Homeward, 
America” has brought from the public, 
we thought you might be interested in 
seeing a picture of it. 

This poster contains a beautiful paint- 
ing by Dale Nichols, together with a mes- 
sage signed by “An American Father’ on 
home ownership. To our mind, it ex- 








President Dayton at Left, Public Relations 
Director George C. Kiernan at right 


presses the fundamental importance of 
home building to the nation better than 
anything of its kind we have seen. Issued 
by Certain-teed Products Corporation, it 
is now available to any bank that wishes 
to display it, we understand. 

It ends on the inspiring note that “‘the 
future of America lies in her homes—as 
we build we prosper.”’ It seems to us that 
every banker in the nation could well 
subscribe to this principle. 

J. Wrtson Dayton, President, 

The Bayside National Bank, 
Bayside, Queens Borough, New York City 
* * 4 


Important Court Decision 

Sirs: The Lawrence Warehouse Com- 
pany, with the Bank of America N. T. & 
». A., recently won an exceedingly impor- 
tant decision in the United States Circuit 
Court of Appeals for the Ninth District. 
It should interest all loan officers because 
it clarifies several points regarding bail- 
ment of commodities as loan collateral. 
[t also confirms the legal protection which 
banks have on their warehouse-receipt 
loans and will undoubtedly serve as a 
precedent. 

In brief, the rulings are as follows: 

1. The Uniform Warehouse Receipts 
Act expressly repeals all acts which conflict 
with it. (This means that notice of trans- 
ler, required under certain circumstances 
by Bulk Sales Laws, is not necessary where 
tile is transferred to a bank under field 
warehousing. ) 

2. Merchandise held against bona fide 
warehouse receipts is not subject to attach- 
ment by creditors. 

\ good many loan officers probably 
would like to have copies of the full deci- 
Sion for their files, and since the rulings 
are so complete, the Lawrence Warehouse 
Company is willing to furnish as many 
copies as might be requested. If you agree, 
we would appreciate your mentioning this. 
Jay S. HubBerr, 

McCann Erickson, Inc., Advertising, 
148 South Hill Street, 
Los Angeles, California 
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Industrial Bankers 


Sirs: Our association was organized 
August 5, 1934, in Cincinnati, and now 
has membership representatives in thirty 
states, District of Columbia, Territory of 
Hawaii, and Canada. The membership 
includes banks and companies operating 
on the industrial loan plan, regardless of 
the variation in laws in the different 
states. 

We try to keep our members fully in- 
formed of trends in the field of installment 
finance, and have sought to co-operate 
with them in securing improvement in the 
state laws under which they operate. We 
are nol, however, a “pressure group” and 
have never made any particular appeal for 
general publicity. We have sought to give 
our members services which will enable 
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them to increase their efficiency of oper- 
ation and thus reduce expenses and in- 
crease profits. 

One of the our principal services is an 
annual institute of industrial banking. We 
shall hold this institute next year in June 
at the Broadmoor Hotel in Colorado 
Springs. 

Very likely we shall distribute more news 
releases in the future covering activities of 
our association, and will try to keep you 
informed of anything which should be of 
special interest to your readers. 

Myron R. Bone, 

Executive Secretary, 
American Industrial Bankers 
Association, 
126-128 East Wayne Street, 
Fort Wayne, Indiana 


Broaden customer service with Chase correspondent facilities 


TRADE OPPORTUNITIES 
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in LATIN AMERICA 


Tie attention of 


manufacturers and merchants 
throughout the United States 
today is focused on the possi- 
bilities for increasing trade with 


Latin-American countries. 


The Chase National Bank maintains branches in 


Roe 


several leading cities in the Caribbean area, and has 


long established relationships with financial institu- 


tions in every trade center in Latin America. The 


lorcign Department of the Chase at the head office 


in New York thus has a timely and well-rounded 


knowledge of business and financial conditions in 


these countries. 


The benefits of these facilities and first hand con- 


nections are available to Chase Correspondent Banks. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
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Fire Prevention Week 


Srrs: We know that your publication 
reaches a large number of American bank- 
ing and financial institutions, and I am 
appealing to you in the hope that you will 
carry some message about the importance 
of Fire Prevention Week. 

For many years the loss of life and 
property in the United States from fire 
has been a matter of serious concern, but 
at the present time when the whole 
interest of the nation is centered on pre- 
paredness and national defense it becomes 
of even greater importance. 

The annual property loss from fire 
ranges from $250,000,000 to $500,000,000. 
If all owners of properties were conscious 
of the need for preventing fires and took 
a few minutes to eliminate fire hazards 
from their properties our present fire loss 
would be materially reduced. 

The week of October 6 will be set aside 
by proclamation of the President and the 
forty-eight governors as Fire Prevention 
Week. During this week in many cities 
the firemen make inspections of all proper- 
ties in the city for common fire hazards. 

Percy BuGBee, General Manager, 

National Fire Protection 
Association, 
Boston, Massachusetts 
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Agricultural Commission 
Breakfast 


Srrs: The annual subscription break- 
fast sponsored by the agricultural commis- 
sion per ta the American Bankers Associ- 
ation convention is to be held Tuesday 
morning, September 24, at 8 o’clock in 
Chalfonte-Haddon Hall, Atlantic City. 

A program is being arranged on how 
“Business Methods Promote Agricultural 
Achievement.” Mr. and Mrs. William 
Francis will tell the story of their Soldier 
Hill Farm at Cradell, New Jersey, a 
depression-born chicken farm that is mak- 
ing poultry history. Four-H youth from 
Mercer County will tell how they pioneered 
in establishing New Jersey’s first co- 
operative 4-H market. 

An exhibit will also be arranged in the 
hotel lobby showing methods of soilless 
culture of tomatoes and other vegetables, 
and also of grassland farming. 

Reservations for the breakfast may be 
made with the writer. 

Dan H. Orts, Director, 

Agricultural Commission, 
American Bankers Association. 
1822 Chadbourne Avenue. 
Madison, Wisconsin 
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Comments on Articles 


Strs: I was delighted to read the story 
on the trust research week in Maine. It 
is a well done job. 

HAROLD STONIER, Executive Manager, 

The American Bankers 
Association, 
New York, N. Y. 


Sirs: We always save the Director 
Clutchbill stories and read them aloud 
when the family can assemble. Little 
Deborah thinks they are funny, George, 
Jr., and Charles like the mystery, Mrs. 
Haven likes the character portrayal, and | 
enjoy the descriptions of the lovely coun- 
try around Lake Champlain and “Rut- 
lington,” 

GeEorGE A. HAveEn, President, 

Root River State Bank, 
Chatfield, Minnesota 
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In the TREND of BANKING 








Bank Auditors, Comptrollers 
Foresee Record Convention 


From the number of advance reserva- 
tions already received, committee members 
believe that the forthcoming 16th annual 
convention of The National Association of 
Bank Auditors and Comptrollers will be 
the largest ever held from the standpoint 
of attendance. 

One reason for this is thought to be the 
fact that the 1940 meeting is not being 
held at the same time and place as the 
A. B. A. convention, according to previous 
custom, but is scheduled for October 16-19 
at the Hotel Statler, St. Louis, Missouri. 
This is expected to permit a greater per- 
centage of the membership to attend, and 
will eliminate any competition between 
the meetings. 

The first day, Wednesday, October 16, 
will largely be devoted to committee meet- 
ings and registration of delegates. The 
opening session Thursday morning will 
consist primarily of annual reports of 
officers. The afternoon session will in- 
clude the following addresses: ‘‘Auditors’ 
and Comptrollers’ Reports as an Aid to 
Bank Management,” by Ben E. Young, 
vice-president, National Bank of Detroit; 
“Installment Loans—Audit and Control,” 
by George D. Grimm, auditor, National 
Shawmut Bank, Boston; “Mortgage Loans 
—Audit and Control,” by C. L. Tewksbury, 
auditor, Fort Wayne National Bank, Fort 
Wayne, Indiana. An entertainment is 
planned for Thursday evening, with E. E 
Dobbeck, auditor, Uptown National Bank, 
Chicago, as master of ceremonies. 

Friday morning has been set aside as an 
opportunity for delegates to visit their 
respective correspondent banks, to examine 
exhibits on display, etc. In the afternoon 
they will hear the following addresses: 
“The Objectives of Bank Supervision,” 
by Vance L. Sailor, supervising examiner, 
6th Federal Deposit Insurance District; 
“Trust Audits and Controls,’ by Francis 
A. Zara, assistant vice-president, City 
Bank Farmers Trust Company, New York 
City; and “Educating the Bank Auditor,” 





St. Louis committee planning auditors national convention 


by John C. Shea, auditor, Whitney Na- 
tional Bank, New Orleans. 

Saturday morning will be devoted to 
committee reports, the election and instal- 
lation of national officers, and the appoint- 
ment of committees. Golf and a sight- 
seeing tour of St. Louis are alternate possi- 
bilities for the afternoon. The convention 
will come to a close Saturday evening with 
a dinner dance and floor show, at which the 
master of ceremonies will be William C. 
Tompkins, auditor, First National Bank, 
St. Louis. Leslie K. Curry, assistant vice- 
president, Mercantile-Commerce Bank & 
Trust Company, St. Louis, will speak on 
“The Wage and Hour Law and Its Effect 
on the Bank’s Earning Statement.” 

Activities for the ediee will include a 
style show and luncheon, sight-seeing air- 
plane trips, visit to outstanding St. Louis 
attractions, luncheon and trip through 
famous botanical gardens, shopping tours, 
and golf. 

The picture above shows the St. Louis 


Suggestions for improving a bank’s public relations* 





Questions for Management 


i. Is your personnel sufficiently informed to interpret properly your bank and its policies to 
the public? Do you hold occasional staff conferences or iswe 
sonnel?* 


timely bulletins to-your per 


a direct incentive, through ade- 
‘ou afford empluyecs the op- 





Are you maintaining your banking cooms in an attractive manner? 
4. Are you keeping your services geared to meet the presenc-day financial needs of the public? 


5. Ih your advertising keyed to the times and docs it stres sufficiently your ability and will- 
ngne 





1 recognized means of keeping customers informed of departmental ser? 
5? Is there 3 conscious effort made to have depositors feel that the bank appreciates 


7. Are new services or changes in policy always explained to depositors by letter, leaflet or 
other media? 
8. If you must decline 2 loan or some other request, do you take time to explain clearly and 
the reason for your refusal? Do you offer suggestions for solving your customers 
problems? 





As occasions atise do you compliment your depontors and others when they do well? 


De you endeavor to call on your commercial customers at their Places of business at least 
once a year? 


1. Is your bank’s financial statement presented in a manner that is both attractive and easily 
unders > 


12. De you cooperate in giving talks on banking subjects ** in your schools and before civic 
groups; do you invite students and teachers to visit your bank? 


1). Do you take advantage of opportunities to participate in civic undertakings such as Com- 
munity Chests, hospitals and service groups? 


14. Do you maintain a close relationship with your local newspapers and do you keep them 
informed of developments in your bank which might be of interest to the public? 

Do you attend bank association conferences to exchange expetiences and gain ideas about 
your busines? Do you encourage your officers and employees to enroll in courses of the 


American Institute of Backing, Graduate Schoo! of Banking, or other educational institu 
ons? 


“Ready ww lend any beak anitance in atranging eesteyon! conferences is Witham Powers, Dircutnr, 
Customer Relations, American Bankers Association, 11° kaxt goth Se, New York City 


**Revised talks on banking subjects are now av: railable through Willian 


T. Wihson, Director 
tons Council, Awcricen Bank 


Public Rela. 


ery Acueastion. 











A Self-Analysis Chart for Employees 


As an Aid-in Self-Improvement and in Helping to Make 
Your Bank’s Public Relations Program a Success 


Are you making full use of all the ways by which you cam become more valuable to 
your tmstitution? 


Do you appreciate that your personal prosperity is dependent largely apow the pros- 
perity of your bank? 


CHECK YOURSELF AGAINST THESE QUESTIONS: 

1. Are you enthusiastic about your bank? 

2. Do you plan your work and make ever? motion count? Are you careful wo keep the 

number of your errors at minimum? 

3. De you work with other employees in a “team” spirit, lending » helping hand whenever 
necemary? 
4. When your selephone rings, do you fiest give your name? Do you enunciate clearly? Is 

your voice friendly and pheasant? 

5. Do you listen carefully and without interruption to what a caller has to say? Are you 
careful not to talk longer than necessary? 


6. Do you avoid arguments with customers? Are you patient with those who are unacquainted 
with banking customs? 

7. Are you friendly and obliging? Are you prompt in calling your depositors by name? Are 
you always courteous—and equally courteous to all depositors? 

8. Do you warch for new sources of bank business and berter methods of bank operation? 

9. Are you watchful of your health? 

10. Are you neat in appearance? 

. Do you live within your means and do you pay your persunal accounts promptly? 
12. Do you participate in community activities? $ 


13. In your sphere of influence, are you comcious of your responsibility as a representative of 

your bank? te 

14. Do you take advantage of opportunities to attend banking conferences and to take courses 
in the American Institute of Banking or other educational institutions so as to help both 
yourself and your bank? 





pees of this Self-Analysis Chart for Employees for distribution among bank persuanel 
wciring Araute H. Coare, Secretary, New Jersey Bankers Association, Moorestown, N. J 








convention committee hard at work. Left 
to right, they are: Louis R. Engel, auditor, 
Mississippi Valley Trust Company; Mr. 
Meacham, hotel representative; E. M. 
Kleinsorge, cashier, Southwest Bank, St. 
Louis; Mr. Butler, hotel representative; 
Oscar,G. Schalk, comptroller, Mercantile- 
Commerce Bank & Trust Company; Mrs. 
JohnVuch, chairwoman, ladies’ committee; 
General Chairman Chester C. Hammond, 
First National Bank in St. Louis; Ralph 
M. Fox, assistant cashier, Plaza Bank of 
St. Louis; John Vuch, auditor, United 
Bank & Trust Company; Joseph C. 
Wotawa, assistant to the general auditor, 
Federal Reserve Bank, St. Louis. 
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Catalogue of Graduate School 
Theses Prepared 


In response to numerous requests for 
information concerning theses written by 
graduates of The Graduate School of 
Banking, a cumulative listing of selected 
theses has been prepared and is available 
for distribution, announced Dr. Harold 
Stonier, director of The Graduate School 
and executive manager of the A. B. A. 

This catalogue lists theses prepared by 
G. S. B. graduates of the classes of 1937-40, 
inclusive, both according to title and to 
subject matter. The theses may be bor- 
rowed under conditions specified by the 
A. B. A. library. 
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Oklahoma Bank’s Liberal 
Insurance Program 


When an officer or employee of The First 
National Bank and Trust Company in 
Oklahoma City, Oklahoma, completes ten 
years of service with that institution he has 
$5,000 of life insurance on which the bank 
pays the total premium, and has the option 
of taking out another $5,000 policy on 
which the bank pays half the premium. 

Years ago, according to Comptroller 
Lyall Barnhart, The First National Bank 
and Trust Company adopted a group life 
program which automatically gives each 
employee $1,000 of insurance at the end of 


*Prepared by the Committee on Public Education of 
the New Jersey Bankers Association. 
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six months’ service. Increases are made 
at the rate of $250 annually for the first 
five years, and $500 annually for the 
second five years. 

Of the 156 officers and full-time em- 
»loyees of the bank, 78 or exactly one-half 
have been with the bank more than 10 
years and have the full $5,000 coverage. 
Of the 78 veteran employees, 34 have 
served between 10 and 15 years, 19 
between 15 and 20 years, 20 have been 
with the bank between 20 and 25 years. 
Three are in the 25- to 30-year bracket, and 
two employees have seen more than 30 
years service with the First National. 

A total of approximately $1,000,000 in 
group insurance is now in force covering 
officers and employees of the bank. 
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Notable Examples of Housing 
Loan Promotion 


Prize-winning designs in the small house 
competition sponsored by California Bank, 
Los Angeles, among students of the College 
of Architecture at the University of 
Southern California are incorporated in a 
booklet being distributed through the 
bank’s offices. 

The booklet illustrated above, right, con- 
tains plans and perspectives of 12 low-cost 
homes which can be built for not more 
than $5,000, and which conform to certain 
restrictions as to size, etc. The winning 
plans were displayed during the annual 
Southern California home show, and more 
than 2,000 visitors left signed requests for 




















THE REAL TEST 


Any well-trained organization can 
handle routine matters efficiently. 
The real test of a bank’s service to 
other banks is its ability to cope 
with unusual problems. You are 
cordially invited to take advantage 
of cur long experience and willing- 


ness to handle difficult problems. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET e 


Member Federal Deposit Insurance Corporation 













BOSTON 
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Booklets illustrating home plans help to stimulate 
mortgage loan business of California banks 


copies of the prize home booklet to be 
delivered when available. 


¢ 


Bringing up to date its illustrated book- 
let showing homes financed under FHA 
terms, Bank of America N. T. & S. A. 
gives a broad view of modern trends in 

ousing construction. The booklet (illus- 

trated above, left) presents exteriors, plans 
and financing terms of some thirty-six 
recently constructed homes drawn from 
all parts of California. 

It is pointed out Bank of America has 
financed over 40,000 homes’ through 
Timeplan loans, insured with the FHA. 
All told, more than $160,000,000 has been 
made available to California home owners 
through such loans. 
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Further Emphasis on Public 
Relations Activity 


That public relations activity is no 
longer considered a minor side line by banks 
is further indicated by the recent action of 
The National City Bank of New York in 
enlarging its public relations department, 
through the appointment of Assistant 
Cashier Granville S. Carrel as head of the 
department. National City’s public rela- 
tions work will continue under the super- 
vision of J. J. McNamee, assistant vice- 
president, and J. J. Lawlor will be Mr. 
Carrel’s assistant. 

The National City Bank has one of the 
best equipped departments in the country 
for Pe public relations. In most 
respects it meets the requirements of an 
average advertising agency, with its own 
motion picture projection room, staff pho- 
tographer and developing room, staff com- 
mercial artist and addressograph unit. 
National City’s advertising and publicity 
contact for its branches in twenty-four 
countries as well as its  seventy-one 
branches in New York City are directed 
from this department at the head office. 


« ° ° 


Important Milestones for 
American Banks 


Seventy years ago last month The 
Continental Bank & Trust Company of 
New York opened for business in the 
original Equitable Building at 120 Broad- 
way. the first office building in New York 
to have passenger elevators. 

In 1870, New York’s population had jus! 
passed the million mark, work was begun 
on the Brooklyn Bridge, and the excava- 
tion for New York’s first subway was 
started under Broadway. The Continental, 
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@ TWO SHOPS where only one existed before—that’s what a 


Pittco Store Front modernization job did for this one- 
time residential property in Cincinnati, Ohio. George 


Hampton, architect. 


with 


Pittco Store Fronts 


HERE’S no profit in handling 
property that is shabby, old- 
fashioned, hard to rent. That is why 
many banks use Pittco Store Fronts 
to modernize down-at-the-heel build- 
ings which they own or administer. 
Pittco Fronts make such properties 
revenue-producing assets once more. 
Make it easier to rent store space on 
profitable leases. Agreeable, pros- 
perous tenants are practically assured 





Revive 


“HAS -BEEN” 
PROPERTY 


ITTCO STORE FRONTS 


| 

| 
PITTSBURGH PLATE GLASS COMPANY = 

| 
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"PITTSBURGH" sland fot Zualdy Class 


—because customers naturally gravi- 
tate to a shop with an attractive 
Pittco Store Front. 

You will find Pittco Store Fronts 
one of the best, and most economical, 
methods of putting new life into old 
buildings—increasing their value and 
making sure of greater returns, while 
keeping maintenance costs down. You 
will also find that money loaned 
other building owners for Pittco re- 






City 






ia ac ls tt ac a 
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modeling almost always is a good 
investment. 

Mail the coupon—and we'll gladly 
send you more information on how 
Pittco Store. Fronts can make the 
property in which you are interested 
more productive. 


At the New York World's Fair, see the miniature Pittco 
Store Fronts in the Glass Center Building, and the full- 
size Pittco Fronts of the Avenue of Tomorrow in the 
Forward March of America Building. 


Pittsburgh Plate Glass Company 

2221 Grant Bldg., Pittsburgh, Pa. | 
Please send, without obligation, your new book giving facts 
and photographs of recent Pittco Store Front installations. 


Parsee Oe Nediee pakidem eee eaaares State | 


Diddapateiniinibienitininenienanmemseabiiaall 


In writing to advertisers please mention The Burroughs Clearing House 





THE BURROUGHS CLEARING HOUSE—September, 1940 








oe 
Newton's locally owned, | 
locally operated bank 


says it with advertising | 


to summer residents. | 
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This advertiement appears 
the 2nd week in July in local newspapers 
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This advertisement appears 
the 3rd week in July in local newspapers 








Local merchants received copies of this folder telling of the bank’s ad campaign in their behalf 


founded the year following the market 
collapse of “Black Friday”’ (September 27, 
1869), has since passed through many 
economic cycles including the secondary 
depression following the Civil War. 

Today, with $64,475,000 in deposits, the 
bank is in the unusual position of having 
only 3,500 depositors in comparison with 
6,000 aeaineies. This is the result of 
its — of developing a selective, special- 
ized commercial banking business. The 
bank’s main office is at 30 Broad Street in 
New York City. 

The chief executive officers of the insti- 
tution are: Frederick H. Hornby, presi- 
dent; Frederick E. Hasler, chairman of 
the executive committee; and Allen K. 
Brehm, first vice-president. 

° 

A newspaper advertisement commemo- 
rating the 50th anniversary of The First 
National Bank of Roswell, New Mexico, 
gives this interesting account of how the 
bank was first opened: 

“When is a good day to start a bank? 
You never know, but July 26, 1890, was a 
good one. Late that afternoon, a buck- 
yoard wagon with four men and a team of 
horses pulled up in front of the Pauly 
Hotel on the dusty Main street of Ros- 


well, after a long drive from Albuquerque. 
They had $40,000 in cash with them, the 
silver and gold in a box under the seat, 
the bills sewed into the lining of their 
coats. They went indoors and rented a 
room off the hotel lobby, and had them a 
bank.” 

Which may be a rather informal way of 
starting a bank, but the town evidently 
needed one, and the institution prospered. 
The original $40,000 multiplied by fifty 
years has resulted in a bank with resources 
totaling more than $5,000,000. James F. 
Hinkle, president of The First National 
Bank since 1934, has also served New 
Mexico as governor. 

. « + 


Bank’s Advertising Boosts Local 
Merchants 


An advertising campaign designed to 
build good will with the community’s 
business interests, and at the same time 
to stimulate the bank’s own patronage, 
was instituted this summer by the Newton 
Trust Company, of Newton, New Jersey. 

Newton is a town of approximately 
5,000 year-round population, but in the 
summer time this is augmented considera- 














| NOW, | KEEP MY PERMANENT RECORDS SAFE and 
4, FASILY AVAILABLE at LOW COST! 


vice prevents any sideslipping, tip- 
ping forward or backward. No other 
files can be stacked as securely as 
DS files. Valuable storage space 
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911 KENSINGTON AVENUE 





in filing your permanent records? 
The cost is remarkably low! Write 
us today for full details. There is 
no obligation. 
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bly by vacation residents. For the 
past three years, Newton Trust Company 
has run summer advertising campaigns 
“introducing’’ Newton and the surround- 
ing Sussex County to summer residents. 
This year, to give Newton store owners a 
direct, profitable boost, the campaign urged 
summer residents to do their summer 
shopping in Newton. 

In addition to the newspaper ads, 
Newton Trust also made two mailings: 
(1) a letter to summer residents, repeating 
the invitation to do their summer shopping 
in Newton; (2) a letter to local merchants 
emphasizing the newspaper and mail cam- 
paign to summer residents, accompanied 
by the folder reproduced on this page, above 

7 » . 


Simplified Chart Reveals Plan of 
Computing Service Charges 


In a folder announcing its adoption of a 
single standard plan of analyzing checking 
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Chart sent to customers 


accounts and ens service charges, 
the Community National Bank of Pontiac. 
Pontiac, Michigan, not only explained the 
basis upon which the accounts were to be 
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FINANCIAL STATEMENT AS OF DECEMBER 31, 1939 


ASSETS LIABILITIES 


























1e Cash in Banks and Trust Com- Reserve for Unearned 
Ny panies. ... . . . . $5,633,953.58 Premiums .. . . . . $10,217,865.04 
d- 
on United States Government 
ad Bonds ......... .. 9,561,838.63 Reserve for Losses in Process 
er of Adjustment. . . . .  1,507,397.00 
Is. Other Bonds and Stocks . . 17,308,798.98 
ng Mortgage Loans on Real Other Liabilities . . ... 761,468.39 
ag Betete . ss ew eo « ee] | 6S 
re RealEstate. . .. . . . 368,217.38 Mortgage Reserve ... . . 50,000.00 
of Premiums in Course of Collec- Capital 2,000,000.00 
tion (Not over 90 Days) . . 1,131,357.81 es . 
fa 
- Bills Receivable, Not Due . . —_ 158,085.93 Net Surplus. . 20,008,202.65 
Interest Accrued . .... 75,788.57 
Surpius TO PoLicyHOLpERS . 22,008,202.65 
Other Assets ...... 45,219.69 
TotaL ApmiTtep Assets . $34,544,933.08 $34,544,933.08 
On the basis of December 31, 1939 Market quotations for all 
Bonds and Stocks owned, the total admitted assets and surplus 
would be increased by $730,579.39. Securities carried at $3,200, 
590.35 in the above statement are deposited as required by law. 
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The Nation’s Eyes Turn to 
GREAT LAKES INDUSTRY 


As today’s events focus attention on America’s 
industrial resources, the nation’s eyes turn more 
than ever to the Great Lakes area. 


In this vital industrial region, Central National 
Bank offers the benefits of 50 years of experience 
in prompt handling of financial transactions. 


Your correspondent relationship with Central 
National, therefore, is assurance that transit 
items will clear with dispatch, and that collec- 
tions will be carried out with preciseness. 


We welcome inquiries from banks or business 
organizations desiring to ‘‘Central-ize’’ their 
activities in the important Great Lakes area. 
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charged but included a chart showing the 
cost to customers for varying activity and 
average balances. 

Thus, referring to the chart, a customer 
could determine for example that with an 
average balance between $500 and $624 
he would be allowed five account transac- 
tions a month without charge, that ten 
such items would result in a charge of 
13¢, etc. 

The table, shown on page 6, not only 
assisted in the explanation to customers, 
but simplifies the bank’s task in calcu- 
lating monthly service charges. 


e * 


‘*‘American Banks Mobilized for 
National Defense’”’ 


Combining the theme that the resources 
of American banks are squarely behind the 
rearmament program, with specific figures 
on local and state-wide loan activity, the 
banks of Meadville, Pennsylvania, jointly 
by means of a full-page newspaper adver- 
tisement hit straight from the shoulder at 
any suggestion that the nation’s financial 
institutions are not willing or capable of 
doing their full share in the defense drive. 

The editor of the local newspaper gave 
generous support to such advertising, 
through a news story further publicizing 
the banks’ lending figures, and an editorial 


| citing evidence that banks are filling the 
_ credit needs of the country. The Meadville 








advertisement, along with other notable 
examples of bank ads pertaining to 
defense financing, are reproduced below. 

A pledge of co-operation has come from 
President Byron T. Shutz of the Mortgage 
Bankers Association of America, in connec- 
tion with the Federal government’s defense 
housing program. 

“The Mortgage Bankers Association of 
America, an organization of the nation’s 
—— lenders and investors on improved 
real estate, will co-operate whole-heartedly 
with the Federal Government in its pro- 
gram of providing adequate housing in 
cities where Army and Navy posts, ship- 
yards, and key defense industries are 
located,” Mr. Shutz announced. At the 
same time, he praised a recent statement 


Strong evidence that this co 
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Loans for Defense 











* The great need of today is national de- 
fense. and many progressive institutions 
* ...sineluding banks .... are doing their 
part in our preparedness program. & 
* 
The American National Bank is vitally in- 
* terested in our national defense .... i is glad 
to grant loans to those industries produc. 
* ing materials for this urgent need. * 
* If a loan would help your business in fos- 
tering our preparedness program we urge 
* you to consult our olficers immediately. * 
“AMERICAN Nat JONAL BAN K 


Corporation 





a cthenantsitae 
& 
> | 





is are 














NASHVILLE 
Member Feaeret Deposit tecareeee 
aeseave svarTe™ 





eumanter MEMBER rEepeRat 






















he 
nd 


ler 
an 
24 
aC= 
en 

of 


aly 
T's, 
cu- 


‘or 


CeS 
the 
ires 
the 
itly 
ver- 
fF at 
cial 
> of 
ive. 
fave 
ing, 
zing 
rial 
the 
ville 
able 
to 
low. 
rom 
gage 
nec- 
ense 


yn of 
ion’s 
ove 
tedly 
pro- 
g in 
ship- 

are 
t the 
ment 


this i 





—_ 































































































THE BURROUGHS CLEARING HOUSE—September, 1940 


by Defense Housing Co-ordinator Charles 

F. Palmer, promising that private capital 

would be given the first chance to supply 

every type of housing necessity in connec- 

tion with the national defense program. 
* . + 


Bank Women’s Convention Pre- 
cedes A. B. A. Meeting 


The 18th annual convention of the 
Association of Bank Women will be held 
in Atlantic City, New Jersey, from Septem- 
ber 19 to 21, thus just preceding the 
national A. B. A. convention. Head- 
quarters will be at the Hotel Dennis. 

Miss Mildred Roberts, president of the 
Association of Bank Women and assistant 
cashier of the Citizens National Trust & 
Savings Bank, Los Angeles, in discussing 
the convention states: “Never in the 
history of our organization has greater 
significance been attached to our members’ 
attendance. Chaotic conditions in Europe 
are reflected in the economic reactions of 
the whole world. Women in our profession 
are faced with the necessity of being better 
equipped to offer intelligent counsel and 
timely advice to our bank’s customers, in 
order to help them meet unusual conditions. 

“We are confident that all of us who 
meet in September with our associates 
from forty-two states of the Union, for a 
frank discussion of our common problems 
and interests, will derive benefits greater 
than ever before to aid us in contributing 
constructive service to our banks, to our 
customers and to our respective com- 
munities.” 

Miss Katherine Moore, National Newark 
& Essex Banking Co., Newark, New Jersey, 
is general convention chairman. 

+ . « 


Committees Formed for Mid- 
Continent Trust Conference 


Committees for the 11th Mid-Continent 
Trust Conference to be held at the Stevens 
Hotel in Chicago, November 7-8, under 
the auspices of the Trust Division of the 
American Bankers Association have been 
announced by Oliver A. Bestel, president 











SAVINGS AND LOAN 
ASSOCIATIONS FIND IT PAYS 10 MODERNIZE 


Many buildings and loan associations, banks and financial institutions 
are proving that attractive, up-to-date offices please their customers and 
increase the efficiency of employees. Let us study your requirements 
and recommend stock or “built-to-order’’ business equipment and sys- 
tems designed to exactly fit your needs. 


Globe-Wernicke wood and steel equipment is used by many financial 
institutions. Our wide experience, plus a staff of designers, architects, 
engineers and system experts are ready to serve you. Consult your local 
Globe-Wernicke dealer or write direct to us for more information. 








The beautiful new “business 
home” of the Mutual Home and 
Savings Association, Muncie, 
Indiana...designed and 
mi equipped by Globe-Wernicke. 








She Globe-Wernicke Co. . . . cincinnati, o. 








of the Corporate Fiduciaries Association 
of Chicago and vice-president of the First 
National Bank of Chicago. 

Charles Gates Dawes, chairman of the 
board of the City National Bank and Trust 
Company, is chairman of the Advisory 
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BUCLID AT EAST SIXTH 


MEMBER PREORRAL DEFOSIT INSURANCE CORPORATION 


WE ARE READY! 


The presidents of the American Bankers Association and The 
‘Association of Reserve City Bankers have declared jointly: 


“The banks of the country are alert to the fiscal and finan- 
cial program involved in the Nation's Defense Program 
and give assurances of their readiness to coordinate their 
eHorts and cooperate in the program. 

Private industry, including banking, is better equipped to 


serve the Nation in this emergency than it was in 1917.” 





The National City Bank. which is 2 member of both of these 
associations, wholeheartedly indorses this statement and 
pledges its full cooperation. 

We invite discussions with concerns which may properly require 
credit in performing their share of the national defense program. 


THE 


NATIONAL CITY BANK 


———=e OF CLEVELAND =—_—“ 
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Committee; Mr. Bestel is chairman of the 
Corporate Fiduciaries Association Com- 
mittee; and C. Edgar Johnson, assistant 
vice-president of the First National Bank 
is chairman of the Committee on Arrange- 
ments. 


s are not only willing to help finance the defense program, but are actively soliciting preparedness loans 
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Bank Loans for Stepping Up 
National Defense 


Many business and industrial concerns of this 
area are planning to co-operate in the National 
Detense Program through execution of defense 





orders. In some instances this will require plant, 
equipment, inventory or labor expansion for 
increased production. 

The First National Bank in St. Louis fully realizes 
the importance of the National Defense Program 
and stands ready to make loans to business and 
industry for that purpose. Applications for such 
loans will be given our immediate and consistent 
ottention. 

Inquiries ore invited, and you may be ossured 
of our sincere desire to be of any possible 
assistance. 


FIRST NATIONAL BANK 


IN $T. LOUIS 
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During his nearly 50 years in banking, Mr. Houston has proved his courage and ability under fire 


P. D. Houston 


The incoming president of the American Bankers Association has long 


been an ardent and active advocate of closer co-operation among banks 


was back in 1893 that a young 
| Tennessee banker met his first big 

test of courage in a crisis. 

He had just been elected assistant 
cashier of the Peoples Bank of Lewis- 
burg, Tennessee, when along came a 
severe money panic that forced banks, 
and that country bank in particular, 
to clamp down a rigid restriction on 
Currency payments. 

While the panic was still at its 
height, a man of no small influence 
endeavored to obtain from the bank 
some $2,000 in cash that he had on 
deposit. He had just made an advan- 
tageous deal for a string of Tennessee 
mules and strongly insisted that an 


By 
HARRY V. ODLE 


Editorial Staff, 
THE BURROUGHS CLEARING HOUSE 


exception be made in his case per- 
mitting him to withdraw the cash to 
consummate the bargain. 

He was in a fair way of getting the 
money until the new assistant cashier, 
who chanced to hear the conversation, 
intervened and protested vigorously. 
At length the assistant cashier threat- 


ened to expose the situation by per- 
sonally closing the bank and attaching 
a note to the front door telling why it 
was being closed! 

The $2,000 stayed in the bank, and, 
strangely enough, the assistant cashier 
stayed in his job! The Peoples Bank 
of Lewisburg is still in successful 
operation. 

As you may have surmised, the 
name of the young banker was P. D. 
Houston, chairman of the board of 
Nashville’s American National Bank, 
who this month is being installed as 
president of the American Bankers 
Association. There is little question 
that the qualities of courageous leader- 








American National's new sound-proofed, uniquely lighted trust quarters 


ship he has displayed throughout his 
banking career will stand him in good 
stead in the uncertain and perhaps 
critical period ahead. 

The incident likewise exemplifies the 
characteristic fair-mindedness of Mr. 
Houston which is back of his banking 
- tenet that the smallest customer is 
entitled to the same consideration as 
tne largest, and that all should be 
treated alike. 

Mr. Houston comes from pioneer 
Tennessee stock, whose own ancestry 
harks back to Houston, Scotland. The 
first will probated in Marshall County, 
Tennessee, was that of his great- 
grandfather, Christopher Houston, in 
1837. The land upon which the town 
of Lewisburg is located was donated 
by Abner Houston of the same lineage, 
and the resultant sale of lots raised 
funds for the first county court house 
and other public buildings. <A dis- 
tinguished ancestor was General Sam 
Ilouston, of Texas fame. 

While not many Tennesseeans are 
familiar with the earlier banking 
experiences of Mr. Houston, there are 
few indeed that cannot recall his 
estimable services to depositors, to 
stricken business firms, to hard-pressed 
country banks, and to a troubled state 
government during the early “thirties.” 
N R. Houston’s leadership in the criti- 

cal period from 1930-1933 went 
far beyond the usual concepts of duty 
or responsibility. A commentator on 
the banking scene has called his efforts 
“conspicuous in the annals of finance,” 
and some of the high spots are sketched 
here as evidence of his ability to meet 
emergency situations. 

On the. local Nashville scene, the 
American National Bank prevented a 
potentially disastrous situation by 


assimilating. two large banking insti- 
tutions and their affiliates, protecting 
some 40,000 depositors from loss and 
helping to bolster a public confidence 
that had been badly shaken. 

At the same time, Tennessee’s 
finances were badly depleted, and the 
state was unable to float a $5,000,000 
short-term issue to prevent default of 
its obligations. Here the American 
National Bank came to the rescue, 
subscribed for $1,500,000 of the issue 
with its own funds, and used its 
influence in the money markets in 
placing the rest of the issue. 

Soon after, the American National 
again took the leadership in financing 
a $5,000,000 bond issue to keep the 
schools open, and later Mr. Houston 
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was chairman of a committee which 
devised a plan for absorption by the 
banks of an additional $10,000,000 
bond issue. 

And in one depression: year alone 
Mr. Houston’s bank loaned $16,000- 
000 to more than 5,000 local borrowers 
to keep the wheels of industry and 
agriculture moving, preserving many 
businesses for future usefulness through 
the easing of credits wherever pos- 
sible. This assistance was forthcoming 
despite a signal drop in deposits during 
the most critical period. 

This policy of rendering maximum 
service to city, trade territory and state 
in time of grave emergency was widely 
recognized. It is reflected in the 
growth of the bank’s deposits from 
$29 million in 1933 to $63 million in 
1940. It is also reflected in the high 
esteem with which Mr. Houston, as a 
leading spirit in the bank’s active cam- 
paign of co-operation,is regarded in the 
broad territory which the bank serves. 

We are dwelling at considerable 
length upon some of Mr. Houston’s 
past experiences in the belief that his 
actions speak louder than words in 
expressing his banking viewpoints, 
and in revealing some of his salient 
characteristics. 

Thus we find that Mr. Houston is 
not only a firm believer in co-operation 
between banks as the best means of 
solving most banking problems, but 
that he does something about his con- 
victions in the form of long and active 
service with bank associations, both 
state and national. 

First he became interested in the 
work of the state association, moved 
through the usual committee appoint- 
ments and offices, and in 1914-1915 
served as president of the Tennessee 
Bankers Association. State Secretary 








Mr. Houston's foremost hobby is his 800 acre farm and prize herd 
of cattle, including this champion, Protester 6th 
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Deposits at the American National Bank have increased from $29 million to $63 million since 1933 


H. G. Huddleston still regards him as 
one of the association’s strongest sup- 
porters and best membership salesmen. 

His active interest in the American 
Bankers Association began more than 
twenty years ago, and he has regularly 
attended the A. B. A. conventions for 
an even longer period. He has repre- 
sented his state on the A. B. A. 
executive council and has served on 
many important committees, includ- 
ing the bank management commission 
of which he was chairman. Even dur- 
ing the climactic years from 1931-1933 
he was not too occupied with local 
problems to serve as A. B. A. treasurer. 
During the past two years he has 
attended and participated in a great 
many A. B. A. meetings and con- 
ferences. He enjoys meeting and 
mingling with his fellow bankers, has 
a happy faculty for remembering 
names and faces, and is said to have 
as wide a circle of banking acquaint- 
ances as any banker in the country. 
He will be an active A. B. A. president. 

Mr. Houston has been recognized 
for his leadership in finance by 
humerous appointments of a_ public 
nature, including two terms as a mem- 
ber of the Advisory Council of the 
Federal Reserve Bank during its early 
formative days. The respect for his 
ability and judgment is further at- 
tested by a long list of directorships 
In prominent business enterprises such 
as the Massachusetts Mutual Life 
Insurance Company, The Welch Grape 
Juice Company, Tennessee Central 


Railway Company, and numerous 
other organizations. He is also active 
in local church administration, and 
serves on the boards of trust of both 
Vanderbilt University and Fisk Uni- 
versity in Nashville. 


N many other regards, Mr. Hous- 

ton’s actions speak out even more 
distinctly than his words. He strongly 
believes that the greatest resource of 
any community is its man power and 
its citizenship. To have a part in the 
development of this human resource 
he considers the greatest mission, the 
prime opportunity, and the most satis- 
fying experience in banking. He has 
stated: ‘“‘No greater service can be 
rendered by our institutions —some- 
times referred to as cold and lacking 
in human emotions —than to assist the 
young man or the older man in be- 
coming established as a business asset 
in his community. No reward will be 
more gratifying to the bank than the 
realization of having been a con- 
tributing factor in his success. The 
extension of credit involves a higher 
responsibility and a nobler privilege 
than the mere matter of earnings for 
the stockholder, important as_ that 
may be.” 

Nor is this mere idle philosophy on 
the part of Mr. Houston. His associ- 
ates relate that one of his hobbies is 
helping young men in the community 
to get a start in life. There are many 
in Nashville for whom he has located 
jobs, or set on the right track with 


sound advice, or to whom he has 
pernaps extended financial assistance, 
or started in business. 

His interest in the human element 
of banking also extends to his own 
institution, where every effort is made 
to encourage the young people in the 
bank to improve themselves in relation 
to their banking careers. 

Optional arrangement has been made 
for employees in contact with the 
public to participate in the bank’s new 
business development program. A 
careful record is maintained of the 
results of their efforts, and this is 
taken into account when promotions 
and salaries are considered. 

The educational activities of the 
bank’s 288 employees are constantly 
encouraged, including participation in 
A. I. B. work. The bank is well 
represented at the annual state con- 
ferences held at the University of 
Tennessee, and three members of the 
official staff attended the Graduate 
School of Banking at Rutgers this year. 

Mr. Houston contends that it is just 
about as important for a clerk or teller 
to equip himself with knowledge on 
the nature and function of banking as 
for a doctor to take a medical course 
before beginning practice. Staff ef- 
ficiency and the careful selection of 
personnel are especially important to 
him because, while he insists that 
employees stay within the policies of 
the bank in obtaining results, he leaves 
the details to their initiative in work- 

See P. D. HOUSTON—Page 30 
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E do not know specifically what 
we may be asked to do as 


bankers to aid in the national 
defense drive, but we need not wait. 
We do know that the broad outlines 
of national defense include many 
things beyond the: building of war- 


ships and aircraft, the training of 
troops and the mobilizing of war 
industries. 

Effective defense of the United 


States must go much farther than 
these things. It must rest on a founda- 
tion of good economic health. All 
parts of our economy, of business and 
banking, will be expected to contribute 
in one. way or another to the military 
establishment. 

I state this premise because many 
bankers among us may feel that because 
we cannot finance construction of 
bombers or battle-wagons, or because 
we may not be asked to do so, there 
is no place for us in the national defense 
picture. 

Of course, few bankers are going to 
get a chance to finance the great 
armament industries. As to capital, 
either these industries have enough 
already or they have investment mar- 
ket contacts where they can get what 
they need, and as to bank money there 
may be little need for it in operating 
the major industries. Government 
war orders need little financing, what 
with guarantees and advances. 

Actually, on the day this is written, 
we can only speculate on how this 
major financing is to be handled. It 
has been suggested that the RFC may 
arrange for “‘take out”’ credits, similar 
to those granted under its capital loan 
set-up, on a 4 per cent basis for arma- 
ment financing. But we do not know, 
hence, how can we consider the subject 
of a proper rate? With an RFC 
guarantee it might be one figure; 
without a guarantee, it might be 
another. 


GAIN, there is the matter of plant 
expansion. If an industry must ex- 
pand its plant to double capacity to 
take care of war orders, banks may be 
called on to supply all or part of the 
necessary money. In that event, 
there arises the question of possible 
cancellations of government orders. 
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banking’s Part in 
NaTIONAL DEFENSE 


By 
RUSSELL G. SMITH 


Executive Vice-president, Bank of America N. T. & S. A. 
San Francisco, California 


The author feels that while few banks will share in 


financing the great armament industries, many will 


find opportunities among minor industries . .. that 


the defense program may have the effect of changing 


the kind, if not the quantity, of loan applications 


Obviously, if cancellations are in order 
we need one kind of protection for our 
defense loans, and if they are not we 
need something else. 

I mention all this at this point be- 
cause I believe there is danger of our 
becoming confused between what con- 
stitutes ‘“‘national defense’”’ lending and 
“armament” lending. In the former 
every bank can play its part. In the 
latter few American banks are likely 
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to participate except as they may buy 
the Government’s bonds. 

As a matter of fact, when we talk 
about ‘“‘national defense”? lending we 
are really talking about banking’s 
everyday business, the aggressive pro- 
tection that local banks give to local 
industry day by day. But now they 
ought to give this protection perhaps 
as they have never given it before; 
they should be alert to the opportuni- 


of America follow the policy of trying to 
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Many industries, stimulated by the broad needs of defense, will provide financing opportunities for banks 


ties which a rapidly changing world 
offers to every home industry, no 
matter how small. 

It may be stated then that banking 
for national defense is simply alert 
banking. We always need that, of 
course, but we need it more today 
because the conditions surrounding 
business and industry are changing 
rapidly, and change means opportunity 
for the alert. 


applications bankable 






































































































































As bankers we cannot be enter- 
prisers. We cannot and should not 
institute new business enterprises or 
supply the individual business man 
with imagination. But we should 
meet the business man’s imagination 
half way, and when he asks for credit 
to implement his imagination he should 
get it if his request is for a bankably 
possible loan. 

In considering commercial loan ap- 
plications here at Bank of America 
we follow the policy that if the 
application as set up is not a bankable 
proposition the credit officer will do 
everything he can to make it bank- 
able. If necessary he will seek the 
counsel of associates equally familiar 
with local conditions. In our bank, 
local credit officers have full loan 
autonomy within liberal limits so that 
they may act with finality within 
those limits. It is only when an 
application is for a loan beyond local 
resources that it is referred to credit 
officers at headquarters. 

All of us in the bank have been 
trained to the attitude that we want 
to make loans, with the result that 
when a border-line case comes along 
we pass it around to see what can be 
done about it. 

As an example, let us look at one of 
these border-line cases. 

A customer comes to us for $25,000. 
He has always been a good credit risk 
and, from time to time, he has been 
loaned sums up to $5,000 for use in his 


business. On its face the new applica- 
tion asks too much for the customer’s 
business to support. It happens that 
he has excellent reasons for wanting the 
money. He sees a chance to expand, 
his business and to cover a wider field. 

From past experience we know he 
is both honest and able. In his busi- 
ness judgments, he seldom makes mis- 
takes. Our credit officer, by using his 
imagination, can see that the cus- 
tomer’s present idea could become 
extremely profitable. But using his 
imagination is not the credit officer’s 
job. Instead, his job is to make bank- 
able loans and on its face this is not 
that kind. Yet he wants to make it. 
Therefore, he passes the application 
on to other officers in the bank in the 
hope they will help him find a way 
to set up the credit. 


"THE application may go from one 

specialist to another. A commodity 
loan man may study the applicant’s 
business in the hope of finding a 
method of collateralizing present and 
prospective inventories so that the 
credit, or a substantial part of it, can 
be granted. Or it may be found that 
the applicant’s receivables can be made 
the basis for all or part of the loan. 
Then again, it may develop that a 
capital loan can be provided through 
an arrangement with the Reconstruc- 
tion Finance Coporation whereby that 
government instrumentality will in 
effect act as our backstop. In analyz- 
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Among credit officers are specialists in commodity loans, accounts receivable loans, capital loans, and others 


ing and searching in this way it is 
seldom we find a loan that we want 
to make that actually cannot be made. 

Wanling to make such loans and 
then making them is a part of national 
defense banking. 

As I said in the beginning, national 
defense must rest on a foundation of 
good economic health. Such loans 
contribute to that health inasmuch as 
they foster growth. Every community 
has businesses and industries which are 
dying, and it must follow that if other 
businesses which want to expand are 
not supported the whole commercial 
life of the community will slow down 
and eventually die. 

As this is written it appears likely 
that a military training program for 
a million men, more or less, will be 


instituted this fall. Those men will 
need a wide variety of essential 
equipment not needed or used in 


civilian life. Much of this equipment 
will be manufactured by small rather 
than big industries. I am not going 
to use my imagination to try to name 
all the items of this equipment, but 
I can tell a story to illustrate how 
apparently insignificant, yet how im- 
portant to business, some of the items 
may be. 

At the peak of the labor union drive 
a few years ago, when new union mem- 
bers were being added by the thousand 
each week, a small manufacturing con- 
cern suddenly found its business dou- 
bling and tripling. It produced those 
little celluloid buttons which blossom 
on coat lapels during political cam- 
paigns and which union members wear 
to show they have paid their dues. 


Before the union membership drive, 
the manufacturer’s business had gone 
along at a fairly consistent level from 
month to month, but as union member- 
ship shot upward its business followed. 

National defense, with all its rami- 
fications, is likely to have the same 
effect on many businesses, though, at 
first glance expanding operation may 
seem to have no connection whatever 
with national defense. The defense 
program will bring opportunities to 
many business men, and it is the 
banker’s job to see that the business 











RUSSELL G. SMITH 


. . considers outlook for defense loans 





man is in a position to take advantage 
of all those opportunities. 

So-called “country banks” are fully 
as likely to be called upon to contribute 
to national defense in this way as the 
metropolitan banks. Many of what 
might be called subsidiary industries 
already are located in the country, and 
it seems at least possible that major 
armament industry expansion will be 
located in hitherto non-industrial areas 
as a strategic measure. This would 
not mean that country banks would be 
asked to participate in the financing 
of the major industries themselves, 
(although they might be eventually), 
but it does mean they will find oppor- 
tunities in minor industries formed or 
expanded around the majors. Work- 
men and their families have to be 
housed, fed, clothed, equipped, means 
of transportation and entertainment 
provided, and many personal services 
furnished. 

I am neither expecting nor predict- 
ing any booms. It is possible that for 
some little time yet the demand for 
commercial credits will remain slack. 
It does seem certain, however, that any 
national effort such as the national 
defense drive will have the effect of 
changing the kind if not the quantity 
of bank loan applications from business 
men. A good many of these applica- 
tions are very possibly going to look 
like my example of the $5,000 bor- 
rower who wanted $25,000. With the 
exercise of alertness and ingenuity the 
needs of these men can be satisfied 
and, in satisfying them, American 
banking will be doing its part in the 
national interest. 
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Banking as Viewed 


trom WasHINGTON 


x * *§* * * 


st x * x * 
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B y H EN RY D ° RA LPH y Washington Correspondent 


Reduction Proposed in De- 
posit Insurance Rate 


Reduction in the assessment on 
banks by the Federal Deposit Insur- 
ance Corporation now seems assured 
if Congress remains in session long this 
fall. Impetus to the long-discussed 
proposal to reduce the present assess- 
ment of one-twelfth of 1 per cent was 
given by the semi-annual report of the 
FDIC, and legislation now pending 
would reduce this to one-fourteenth of 
1 per cent and also increase insurance 
coverage of deposits from $5,000 to 
$10,000. 

In what is probably his last report 
before his resignation becomes effec- 
tive, Chairman Leo T. Crowley stated 
that it now appears that the capital 
of the corporation will have increased 
to about $500,000,000 by the end of 
1940, and that this amount will have 
accumulated sooner than was ex- 
pected since income has been in excess 
of that contemplated at the time of 
the passage of the Banking Act of 
1935. ‘“‘We believe, therefore,” he 
said, “‘that it would be appropriate to 
give consideration to a _ reasonable 
reduction in the rate of assessment 
paid by banks. 

“The continued success of the 
corporation,” he pointed out, “‘is 
more dependent upon its possession of 
adequate supervisory powers than it 
is on annual revenue. Inadequate 
supervision of banks would require a 
charge considerably in excess of the 
present assessment. We believe, how- 
ever, that the banking system will 
become increasingly stronger with the 
existence of Federal Deposit Insurance 
to stabilize the demands on banks and 
to serve as an instrumentality for the 
development and maintenance of an 
adequate and uniform bank super- 
vision, provided there continues to be 
reasonable co-operation on the part 
of other supervisory agencies and 
bank management.” 








LEO T. CROWLEY, FDIC Chairman 


. . « believes it would be appropriate to consider rate reduction 


This suggestion was coupled with 
the announcement that the FDIC has 
about completed its program of elimi- 
nating and rehabilitating weak banks 
in the system and with the recom- 
mendation that bank capitalization be 
increased and bank management be 
improved. During the existence of 
deposit insurance, 345 insured banks 
have been closed because of financial 
difficulties, of which three  subse- 
quently were reopened or taken over 
by other insured banks. The report 
declared: 

“With the disbursement of more 
than $65,000,000 to facilitate the 
merger of twenty banks during the 
past six months, the corporation has 
about completed its program for the 
rehabilitation of the banks in the 


system constituting a_ substantial 
hazard. During the existence of 
deposit insurance, and_ particularly 


since 1935, when the Congress granted 
the corporation power to facilitate 
mergers where such action would re- 
duce or avert a threatened loss, the 
corporation has consistently pursued a 
program of singling out weak or un- 
sound banks and of co-operating in the 
consummation of the necessary cor- 
rective action. All of the larger cases, 
and many of the smaller, were banks 
in an impaired condition following the 
banking holiday that were admitted 
to insurance in order to avoid further 
banking difficulty. Unfortunately the 
assets of these banks were of such 
nature that their recovery in value did 
not keep pace with the general re- 
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Trends Disclosed by 1939 Statements 
of Insured Commercial Banks 


1—Net current operating earnings of all insured banks increased 
in 1939 to $450 million—except for 1937 the highest figure reported 
since the inception of deposit insurance. The increase over 1938 was 


the result of higher gross earnings with practically no change in total 
current expenses. 


2—The improvement in gross earnings was largely attributable 
to an increase of $22 million in interest and discount on loans. In- 
come from this source, which continued to account for nearly one-half 
of the banks’ gross earnings, was 3 per cent higher than in 1938, and 
13 per cent higher than in 1935. 


3—Interest and dividends on securities decreased for the third 
consecutive year, and were lower in 1939 than in any year of deposit 
insurance. The decline reflected a reduction in long-term interest 
rates and increased concentration in holdings of those securities which 
have the lowest yields—obligations issued by or guaranteed by the 
United States Government and obligations issued by States and 
other political subdivisions. 


4—Income from commissions, fees, and service charges have 
increased in each year of deposit insurance, and were 5 per cent higher 
in 1939 than in 1938. Income from service charges on deposit accounts 
in 1939 was about two and one-half times the amount reported for 
1933. Most of this increase may be attributed to the initial adoption 


of service charges by some banks and to higher rates of charges by 
others. 


5—Interest payments paid on deposits decreased 6 per cent in 
1939, and constituted less than 20 per cent of current operating 
expenses, compared with 30 per cent in 1934. The decline in amount 
of interest paid on deposits was offset by larger amounts disbursed 
for salaries and wages, and taxes, resulting in practically no change 
in total current operating expenses. 


6—Common and preferred cash dividends declared and interest 
paid on capital amounted to $232 million in 1939, as compared with 
$222 million in 1938. Interest and dividends on preferred and common 
capital have been relatively stable for the past four years, averaging 
about 3.5 per cent of total capital accounts and about 7.5 per cent of 
preferred and common capital. 














Increased loan income, service charge revenue, raise net earnings 





covery and it would have been poor 
policy to permit them to continue to 
operate with an increasing accumula- 
tion of loss. However, these problem 
cases, together with all other cases, 
involving deposits of more than $431,- 
000,000 and 1,111,535 depositors, have 
been cleaned up with an anticipated 
loss to the corporation of about 
$46,000,000. 

“Henceforth bank owners should 
assume a greater share of the risk of 
their business by investing more 
private capital, particularly in the 
case of weak or inadequately capital- 
ized banks,” the report stated. “An 
increased financial interest on the 
part of stockholders will contribute 
to the development of more effective 
management and will prevent an 
accumulation of losses, decreasing the 
need for governmental subsidy of 
inefficiently operated banks.” 

This report followed shortly an 


announcement that net profits, before 
dividends, of the insured commercial 
banks of the country were 30 per cent 
greater in 1939 than in 1938, and were 
greater than any year of deposit insur- 
ance with the exception of 1936. The 
1939 increase in net profits resulted 
from higher net earnings, higher net 
recoveries and profits on securities, 
and lower net charge-offs on loans. 
Fluctuations in net profits since the 
inception of deposit insurance have 
been substantial from year to year, 
the FDIC stated, and they have re- 
flected, in large part, fluctuations in 
profits and losses on securities, arising 
from the efforts of many banks to 
supplement operating income by specu- 
lating on price changes in the bond 
market, chiefly in high-grade bonds. 
In 1939 recoveries on securities and 
profits on securities sold exceeded 
charge-offs on securities by $66,000,000, 
as compared with $12,000,000 in 1938. 


Heavy Treasury Borrowing 
Indicated for Defense 


The national defense program is 
expanding so rapidly that the Treasury 
will soon be forced to borrow money 
from the public on a scale unprece- 
dented since the World War days. 
The deficit for the current fiscal year, 
which was estimated by President 
Roosevelt last January at slightly less 
than $3 billion and by Secretary 
Morgenthau in June at $4.4 billion, is 
now calculated in the neighborhood of 
$5.8 billion and Congress is still con- 
sidering defense measures which may 
raise this figure substantially. Then, 
since the rearmament program will 
just be hitting its stride next summer, 
it is indicated that heavy borrowing 
will continue for two or three years at 
least. 

To meet this deficit the Treasury 
will have to sell during the next nine 
or ten months from $4 billion to $5 
billion or even more in direct and 
government - guaranteed obligations. 
Some funds will be obtained by draw- 
ing down the Treasury’s working bal- 
ance, the sale of savings bonds, and 
the sale of special obligations to govern- 
ment trust funds, but the bulk of it 
will be borrowed from banks and 
institutional investors. The exact 
amount will depend on how fast the 
defense program moves and how soon 
contractors will make deliveries and 
call on the Treasury for payment. 

Actual appropriations and contract 
authorizations made by Congress for 
national defense this year total $14.7 
billion, but much of this is for procure- 
ment programs extending from two to 
five years. Treasury officials think 
that only about $5 billion will actually 
be expended by June 30, 1941, the 
end of the current fiscal year, but 
defense authorities are hopeful that 
the money will go out much more 
rapidly, possibly up to a total of $6 
billion this fiscal year. These esti- 
mates do not include cost of mobilizing 
the National Guard nor of a military 
conscription plan. 

Recent increases in the size of the 
defense program have made it neces- 
sary for the Treasury to turn to the 
financing system provided in the 
revenue act passed last June, under 
which $4 billion of special defense 
series notes may be issued, all to 
mature within five years and be 
amortized out of the revenues carried 
in that measure. Because this binds 
the Treasury to use short-term financ- 
ing when conditions might make long- 
term securities more advisable, some 
officials hoped that Congress would 
alter the plan this fall or winter before 
it became necessary to issue any 
notes of this series. Present plans, 
however, are to issue the entire $4 
billion series of defense notes during 
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WILLIAM S. KNUDSEN, 
Member, National Defense Commission 


HENRY L. STIMSON, 
Secretary of War 


HENRY MORGENTHAU, Jr. 
Secretary of the Treasury 


. ... Testify on defense program, now expanding so rapidly that the Treasury will soon be forced to borrow 


the present fiscal year, probably almost 
all of it during the last half of the 
year, and also to issue about $600,000,- 
000 of obligations under the old statu- 
tory debt limit, so that at the end of 
the year the Treasury will be within 
some $300,000,000 of its new $49 
billion debt limit and will have only 
about $1 billion in its working balance. 

This means that by next summer, 
and perhaps earlier, the Treasury 
again will be scraping bottom, and 
new legislation will be required. Obvi- 
ously the debt limit will have to be 
raised, and by a substantial amount, 
and new sources of revenue will have 
to be found. These problems will not 
be tackled until after election . and 
probably not until the new Congress 
takes office in January, unless the 
world crisis becomes even more accute 
in the meantime. There is no escaping 
the conclusion that more new taxes 
will have to be voted next spring. 
Neither the present Congress nor the 
administration has shown much en- 
thusiasm for curtailing non-defense 
expenditures, and while the next 
Congress may make an effort in this 
direction it would not be possible to 
reduce these sufficiently to alter the 
fiscal situation to an appreciable 
extent. 

What form the new taxes may take 
is a matter of conjecture, and poli- 
ticians will not even discuss the subject 
prior to election. Speculation is that 
there may be either a Federal sales or 
transactions tax or a series of special 


excise taxes which might very well 
include a bank check tax such as was 
in force for a year during the early 
part of the Roosevelt administration. 

The Treasury’s mid-August forecast 
was that total net receipts for the 
current fiscal year, after deducting 
social security funds, would be $6,367,- 
000,000, and total expenditures would 
be something in excess of $12,000,- 
000,000, leaving a gross deficit, in- 
cluding $100,000,000 for “‘debt retire- 
ment,” of about $5,800,000,000. Many 
factors, in addition to those already 
mentioned, may alter this situation, 
and large blocks of government-guar- 
anteed obligations may be sold to 
finance proposed expansions in the 
activities of such agencies as_ the 
Reconstruction Finance Corporation, 
Commodity Credit Corporation, Ex- 
port-Import Bank, and United States 
Housing Authority. 

But whether government borrowings 
total $4 billion or $6 billion this fiscal 
year will make little difference because 
defense spending will be at a peak 
next summer and the heavy borrowing 
will have to continue into and per- 
haps throughout the 1942 fiscal year. 
The prospects are that the 1941 
calendar year may see as much as $10 
billion borrowed from the public by 
the Federal Government. At present 
there is no serious discussion in official 
quarters of suggestions for a capital 
levy, drafting wealth, forced savings, 
or a popular drive to sell bonds to the 
public after the manner of the war- 


time Liberty Loans, so the presump- 
tion is that the bulk of this tremendous 
sum will be borrowed from banks, 
insurance companies, trust funds and 
similar institutions. 


o Sd ° 


The New Excess Profits Tax 
Measure 


The government’s financial picture 
is not altered appreciably by the new 
excess profits tax measure, since it is 
estimated to yield only about $190,- 
000,000 of new revenue this fiscal 
year and upwards of $480,000,000 
annually the next two or three years. 
The sole purpose of rushing the bill 
through only a couple of months after 
enactment of a major revenue law 
was to speed the rearmament program 
by giving contractors and investors 
definite knowledge of what their tax 
treatment would be. 

Banks are affected by the measure 
in two ways. First, they are subject 
to the excess profits taxes like all 
other corporations, for the bill is not 
limited to firms having defense con- 
tracts. Second, the measure may 
make it attractive for firms to turn 
to banks for capital needed in financing 
expansion for defense or other pur- 
poses. 

There are three parts to the measure, 
all dealing primarily with the treat- 
ment of anticipated corporation earn- 
ings from participation in the defense 

See WASHINGTON VIEWPOINT—Page 36 
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New Opportunities 


in \1rtE | Loans 


AS most of the needed property 
H improvement in this country 
already been done? FHA of- 
ficials think it’s only begun, since 
applications for loans seem to be 
steadily rising and at present average 


about 10,000 a week. Furthermore, 
the FHA administration has an- 
nounced its co-operation with the 


building industry in a_ nation-wide 
campaign this fall to promote property 
modernization and repair. It is ex- 
pected that the 10,000 lending insti- 
tutions now authorized to make Title I 
loans will feel the full beneficial effect 
of this improvement drive. 

Looking back, it is difficult to under- 
stand why we once went at moderniza- 
tion loans so gingerly. Probably it 
was for the same reason that many 

_ banks still shy away from them or 
ignore them, the same reason why the 
Federal Housing Administration finds 
it advisable to put on the current 
publicity drive to promote the idea of 
these loans among both borrowers and 
lenders. When first they were in- 
troduced under the provisions of FHA 
Title I regulations, six years ago, our 
feeling was that they were a new and 
perhaps risky type of business. We 
made a few of them, to be sure. But 
besides the 20 per cent insurance then 
provided gratis by the FHA, we in- 
sisted on the endorsement of the 
contractor or dealer making the sale 
represented by the face of the note. 

Gradually we became aware of the 
inherent desirability of this type of 
loan. On that first series, we did not 
have to make a claim on the FHA 
fund. We relaxed our attitude a bit 
on the next series, and again on the 
next when we found our collections 
were 100 per cent and our losses nil. 

When the 1938 series came along, 
we had become aware that the pros- 
pects for a resumption of the old-time 
volume of commercial loan demand 
was remote if, indeed, it existed at all. 
We had seen from experience that 
modernization loans under FHA aus- 
pices were about as satisfactory and 
profitable as anything we had ever 
had in our portfolio. We had learned 
that these loans promote the business 
prosperity of our local merchants and 
contractors,. with whom our inslitu- 


By 
LEIGHTON HOUGH 


Assistant Cashier, First National Bank in Oshkosh, 
Oshkosh, Wisconsin 


With the FHA administration assisting the building 


industry in launching a nation-wide modernization 
program this fall, designed to stimulate a broader 
interest in Title | loans, banks tying in with the 
drive should be able to attract many new customers. 


Here’s why one bank has found such loans desirable 


tion’s long-pull prosperity is inti- 
mately geared. And we had seen 
dozens of close-up examples of how 
family comfort was promoted, how 
labor-saving devices had been put to 
work, and how individual property- 
owners had found ways to achieve 
profitable revenues from _ properties 
hitherto idle or half-used. 

So we went into this one with a full 


head of steam. We made up lists of 
all local contractors and_ building 
materials dealers, from the very small 
to the branches of the big-city chains. 
Then two of our employees and myself 
took it upon ourselves to solicit these 
potential sources of modernization 
loans, working in the calls as we found 
opportunity. Some of our solicita- 
tions took place out on the job where 
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Examples of display cards prepared by the FHA for banks in connection with the fall modernization drive 











the contractor was supervising his 
mechanics or perhaps was himself at 
work in his trade. Some few took place 
in contractors’ offices, many more took 
place in merchants’ stores. But the 
most effective interviews averaged 
out from the evening calls made at 
the small contractor’s home when there 
were no distractions to hamper his full 
attention. 


Out of these cails we made a few 
discoveries. For one thing, both home 
owners and contractors showed a pre- 
vailing fear that in any borrowing in 
which the government had a part, the 
owners were in danger of losing their 
homes. We talked ourselves hoarse 
explaining that the loans actually 
come from the bank, that they involve 
no mortgages or other handles by 
which anyone could conceivably cart 
away the borrower’s equity. Then 
we came back to the bank and drafted 
the text for a folder which explains 
the entire set-up of Title I loans in 
terms of the home owner’s interest. 
We sent this out with our next month’s 
house organ —the house organ goes to 
every family in town. 


ON the first text page of the booklet 

we placed the following explanation, 
in bold type and heavily underscored: 
“This is a character loan made on the 
credit record of the individual. No 
mortgage on the property nor extra 


endorsements are necessary.” This 
explanation did the trick. We have 


heard of very few people since then 
who are worried lest making moderni- 
zation loans endanger their ownership. 

As this is written, less than 1 per 
cent of the total modernization loans 
on our books are in default as much as 
one month, and these are explainable 
and entirely justifiable delinquencies 
which the borrowers are working to 


catch up. We have yet to make a 
claim upon the FHA fund, with the 
result that there is a total of un- 
touched reserves adequate to meet any 
probable losses under the most adverse 
economic conditions. 

We wish we knew how to get more 
of this most desirable loan business. 
And we keep everlastingly at the task 
of stirring up as much as we can. We 
run a regular advertising campaign in 
behalf of our installment loan depart- 
ment, with its three major types of 
credit. The modernization loans get 
their fair one-third of this space, both 
in newspaper display and also in 
classified space. We change the copy 
frequently, use illustrations whenever 
possible, and concentrate on the idea 
of making the loans understandable 
and attractive to the average John Q. 
Public. 

Many of our recent advertisements 
have included what we call our FHA 
Loan Chart of monthly payments. 
This is a small box, with four tabular 


columns. It reads: 

Amount 

of loan 12 Mos. 24 Mos. 36 Mos, 

$ 50.00 $4.39 $ 2.30 $ 1.60 
100.00 8.78 4.59 3.20 
200.00 17.55 9.18 6.39 
300.00 26.32 13.77 9.59 
500.00 43.86 22.95 15.97 


It is surprising how large a propor- 
tion of the actual borrowers stirred up 
by the advertising —as contrasted with 
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Soliciting Title | loans, the bank contacts local contractors 


those sent to us from dealers and con- 
tractors — walk in with the above table 
in hand and remark, “I want to borrow 
$250 and pay it back over two years. 

- That will make my monthly payments 
about $11.50, won’t it?” 

Our experience with the tangible 
results —in the form of executed notes 
—brought by advertising and promo- 
tion of the idea of modernization loans 
makes it a little difficult for us to 
understand just why it should be 
necessary for the FHA to urge banks 
into a promotional campaign such as 
is currently in process. Our institu- 
tion’s experience has been so satis- 
factory that we never relax our effort 
to obtain ever more of them. 


WE in no degree relax our credit 

standards on these loans merely 
because of the FHA guaranty that they 
carry. Our purpose is to make only 
those loans which the borrower can 
safely and surely carry to final pay- 
ment, and we decline approximately 
13 per cent of the applications received. 
A bank may not be making a friend 
when it turns down a loan application, 
but certainly it is making an active 
enemy when it has to take drastic 
steps to safeguard itself on a loan 
which it should not have made in the 
first place. 

At the same time, the existence of 
the FHA guaranty of 10 per cent of 
the total of these loans on our books 
is a stop-loss factor which is a plus 
whenever we are considering an appli- 
cation that falls close to the border 
line. Often it is just enough to tip 
the balance in favor of the border- 


line application —and such loans have 
turned out just as uniformly satis- 
factory as loans in other classes of 
installment credit which were made 
without benefit of a guaranty and hence 
may have been judged a little more 
coldly than the modernization loan. 

The purposes for which moderniza- 
tion loans are made are numerous. 
We break them down into seven rough 
classes, which are neither precise nor 
mutually exclusive. For example, a 
borrower states on his application that 
he is spending $755 as follows: $300 
worth of heating, $250 worth of 
plumbing, $150 worth of new concrete 
cellar wall, and $55 worth of painting. 
We classify it as heating, because that 
is the largest unit. Hence our statistics 
are indicative rather than scientifically 
accurate. Below is such a tabulation 
of 100 modernization loans made in 
1939 in our bank, by purpose: 


Percentage Percentage 
of dollars of total 
Purpose loaned under number of 
FHA Title I loans 
Insulationand Heating 38 35 
Painting and General 
Remodeling....... 22 15 
<n 16 20 
0.565 se ok ie 10 19 
a ie ca on wi 6 4 
Generating and 
Transmission...... 5 5 
Re. bese Xi 2 _2 
- Ee eee 100 100 
The individual cases vary from 


purely commercial motivation to purely 
domestic. Perhaps because people 
believe that a bank is most easily 
influenced in favor of a loan which 


will earn a profit and thus be self- 
liquidating, a surprising share of the 
applications which come to us are 
indicated as offering an opportunity 
for gain. 

Here, for instance, is the owner of a 
business building, in one side of which 
is his own store. The other store has 
been vacant for a few months, and he 
is accordingly cramped for cash. But 
a tenant offers to take the store on a 
good lease if the owner will increase 
the space available at the back, so 
that the tenant can install a machine 
necessary to his operations. The 
owner came to us, borrowed just under 
$600. The term is 36 months, the 
rate of payment about $16.50 monthly. 
The store is now yielding the owner 
$45 monthly rental, and he is meeting 
his payments to the bank right on the 
due date. 

At the other extreme is the young 
couple which has paid off two moderni- 
zation loans in the period since 1934, 
and is now well embarked on repay- 
ment of the third. These young folks 
have two children, have a salary income 
of $75 a month. Somehow, out of this 
they have managed to purchase a 
house which was worth $2,000 when 
they bought it, and which carries a 
mortgage of $1,200 at a savings and 
loan society. Each loan that these 
borrowers have made has been to 
improve the property, so that today 
it is worth well above the original 
value. Each time they add a little 
more space or improve what they 
already have. This last time they 
wall-boarded the interiors of two un- 
finished rooms, and put a hardwood 
floor in one room where they had been 
living on the underflooring. The 
husband personally does whatever he 
can of the new work, employs a skilled 
mechanic to do the rest. Those people, 
in modest circumstances but with 
enviable ambition to provide a good 
home, are steadily raising the level of 
the environment for their children — 
and accumulating additional net worth 
in the process. 

Another local business man owned 
a large dwelling. In the days of large 
families and low wages for domestic 
servants it had been a most desirable 
residence property. Now it had be- 
come a drug on the market. The 
owner went to an architect, obtained a 
plan for cutting the house up into 
small apartments. He paid from his 
own funds the cost of the remodeling. 
He came to the bank and borrowed 
$1,500 payable in 36 monthly install- 
ments of about $42, which he used for 
a modern, adequate heating plant. 
Ever since, he has been receiving $350 
monthly gross rental on this property. 
It is by no means all net profit, but the 
profit is adequate so that he meets his 
loan maturities right on the date, and 

See TITLE I LOANS—Page 34 
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The CLEARING HOUSE of PICTURES 


EXECUTIVE PROMOTIONS AT THE NATIONAL CITY BANK OF 
NEW YORK .. . Gordon S. Rentschler, who has been president of The National 
City Bank of New York since 1929, was elected chairman of the board of directors 
and chief executive of the bank at the regular meeting of the board July 23. He 
succeeds the late James H. Perkins. 

W. Randolph Burgess continues as vice-chairman of 
the board of directors but was elevated to second in 
command whereas formerly he was third. William Gage 
Brady, Jr., was elected president and a director. He 
formerly was a senior vice-president. 

The board also elected William S. Lambie and Howard 
C. Sheperd, formerly vice-presidents, to new posts as 
senior vice-presidents. Joseph H. Durrell continues as 
senior vice-president in charge of overseas’ operations. 
Nathan C. Lenfesty was elected vice-president in addition 
to his title of cashier, which he has held for more than 
twenty years. 

The former executive set-up, with Mr. Perkins as 
chairman of the board, had Mr. Rentschler as president 
in second command, and Mr. Burgess third. 


JAMES H. PENICK .. . Executive vice-president 
since 1938 of the W. B. Worthen Company, Bankers, 
Little Rock, Arkansas, Mr. Penick on July 9 was elected 
president of this largest and one of the oldest banking 
institutions in the state. Emmet Morris, president since 
1927, was elevated to the board chairmanship. 

Mr. Penick has a notable record of leadership in 
banking activities. He was president of the Little Rock 
Clearing House Association in 1934, president of the 
Arkansas Bankers Association in 1937-38, and a member 
of the Arkansas State Bank Board in 1939-40. He is 
a director of the Little Rock branch of the Federal Reserve 
Bank of St. Louis, and has served the American Bankers 
Association in various important capacities. 


JUDGE L. E. BIRDZELL .. . Appointment of 
Judge Birdzell, general counsel of the FDIC since 1933, as 
vice-president and senior trust officer of Bank of America 
N. T. & S. A. was announced last month. He succeeds 
the late William J. Kieferdorf. 

Judge Birdzell is considered particularly well qualified 
in all phases of law and banking. He served as justice of 
the Supreme Court of North Dakota for sixteen years 
and was chief justice for three years. His subsequent 
work in Washington with the FDIC brought him in con- 
tact with every phase of the banking business. 
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CCELERATED war industries, 
A booming export trade, new war 
taxation, changing foreign ex- 
change regulations and conscription 
for home defense are among the new 
developments confronting Canadian 
bankers, as Canada’s war effort defi- 
nitely shifts into high gear. 

One of the most important problems 
bankers are facing is that of conscrip- 
tion for home defense (a possibility 
that also confronts employers in the 
United States if proposed legislation 
is enacted), and growing enlistments of 
staff members for overseas duty. 
When Canada’s recruiting speeded up 
after the invasion of Holland, Belgium 
and France, banks were faced with 
numerous resignations of younger men 
to join Canada’s armed services. In 
‘each case the bank employee was 
assured that his post would be kept 
open for him on his return. 

Then in July came Parliamentary 
legislation setting up conscription of 
man power for home defense and volun- 
tary military training. The latter calls 
for evening training and several weeks 
in camp, with the employer to pay 
salaries in full. Regulations governing 
conscription for home defense have 
not yet been fully announced at the 
present writing, but will call on single 
men from 21 years and over, most 
likely in classes, for short periods of 
time. All men called will be assured 
the retention of their bank posts. 

To replace the enlisted and con- 
scripted men, some banks have started 
taking on more 18-year-old juniors 
than they normally do during the 
summer months, and are also taking 
on young girls. As soon as these addi- 
tions have been sufficiently trained 
they will be moved up to allow a steady 
promotion all along the line, thus 
replacing the men called into home 
defense units. Men with clerical 
experience who are exempt from mili- 
lary service are also being engaged for 
the duration of the war. Some banks 
have already instructed branch man- 
agers to contact former girl employees 
now married. It is expected that in 
such instances the hiring of girl em- 

ployees will be of a temporary nature, 
and that they will not be retained 
permanently as in the previous World 
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Var Problems of 


(CANADIAN Banks 


By 


JAMES MONTAGNES 


With conscription, excess profits taxes, national 


defense bonds and other preparedness measures now 


in effect or seriously contemplated 


in the United 


States, the experiences of Canadian bankers with 


analogous 


War, many of the girls hired at that 
time still being on the banks’ staffs. 

Canadian banks have also had to 
face the problem of replacing a number 
of key executives who have been called 
into various government wartime finan- 
cial boards. More and more bankers 
are being called upon to make up the 
personnel of wartime government com- 
mittees and government-owned war- 


A personnel problem is being faced by Canadian banks. 


Artillery Unit 











developments are of particular interest 


time industrial and purchasing cor- 
porations. Many of the appointments 
have been announced in recent issues 
of The Burroughs Clearing House. One 
of the latest is that of Beaudry Leman, 
Montreal, president and managing 
director of the Banque Canadienne 
Nationale, who has been appointed a 
director of the recently formed Allied 
Supplies Limited, a government cor- 








As enlistments omponscri 
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Expanding export trade has 


poration concerned with the adminis- 
tration of the munitions and explosives 
program for the British Government 
and joint British-Canadian develop- 
ments. Terrence Sheard, Toronto, 
assistant general manager of the 
National Trust Company, has been 
appointed executive assistant to Deputy 
Minister of National Defense for Air. 

The war has introduced other per- 


helped to increase bank loans 


sonnel complications. Banks like other 
employers have the added task of col- 
lecting from their staffs and paying to 
Ottawa the new national defense tax 
of 2 per cent for single persons earning 
over $600 a year, 3 per cent for single 
persons earning over $1,200 annually, 
and 2 per cent for married persons 
earning over $1,200 a year. This tax 
is payable on the full amount of earn- 
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ings, less exemptions of 2 per cent of 
$400 on each dependent. The govern- 
ment is partly compensating banks 
and employers for clerical work in- 
volved in collecting the tax. 

Banks are also starting to look into 
new short cut methods for handling 
routine bank operations, and _ will 
mechanize larger branches even more 
than at present. Maximum efficiency 
of operations will be the keynote as 
staffs are depleted. While some dis- 
ruption is expected during the autumn 
and early winter months in the matter 
of personnel and the efficiency of day- 
to-day banking operations, Canadian 
bank executives feel sure that it will 
not be enough to disturb banking 
services to the public. 


ANADIAN bank loans have been 

going up at an increased tempo in 
recent months. Annual figures in a 
few months are expected visibly to 
show up this increase. Some banks 
are making a bigger than usual drive 
for loans. When war started a number 
of banks decided not to loan money for 
speculative inventory buying. The 
soundness of this decision was realized 
when this past spring wholesalers and 
retailers were found to have done too 
much inventory buying, and the Bank 
of Canada instructed all banks to dis- 
continue loans for inventory buying. 
It was pointed out that with few 
exceptions, such as certain kinds of 
wood pulp and crude rubber, there 
were ample supplies of commodities in 
Canada or they are easily obtainable 
outside the war zone. 


See CANADIAN BANKS—Page 39 
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Court DEcIsIons... 


Bank liability to payee for refusing to honor check... Can bank enforce 


discounted note for defective merchandise ? . . . Court rules against device 


to conceal indirect usury ... Bond coupons may not possess negotiability 


Bank’s Liability to Payee 


Court decisions on the liability of a 
drawee bank to the payee of a check 
are not entirely uniform, as the United 
States Circuit Court of Appeals for the 
Sixth Circuit recently pointed out. 

“It is well settled,” said the court, 
“that a drawee bank is not contractu- 
ally liable to the payee of a check, in 
the absence of certification, because 
there is no privity of contract.” 
(Corbett vs. Kleinsmith, 112 Federal 
Reporter, Second Series, 511; First 
National Bank vs. Whitman, 94 U. S. 
343.) 

In cases where the drawee bank pays 
a check upon a payee’s forged en- 
dorsement, however, the court con- 
ceded that the bank might be liable 
to the payee for conversion of the 
check, according to some decisions. 
(Amerton vs. National City Bank, 239 
New York Supplement, 595; Fidelity 
and Deposit Co. vs. Bank of Charles- 
ton, 267 Federal Reporter, 367.) 

As the case before it involved 
a Michigan transaction, the court 
pointed out that this theory of the 
bank’s liability to the payee for con- 
version had been repudiated by the 
Michigan courts on the ground that 
the check is not an assignment of the 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


drawer’s funds on deposit. (Lonier vs. 
State Savings Bank, 112 Northwestern 
Reporter, 1119.) 

Discussing another possibility of the 
bank’s liability to the payee, the court 
continued: 

“The payee has been allowed, in 
Michigan and elsewhere, to recover 
from the drawee bank when payment 
has been made upon a forged endorse- 
ment of the payee, if the drawee bank 
has been put upon notice that the 
proceeds are being misappropriated.” 
(McIntosh vs. Detroit, 225 North- 
western Reporter, 628; United States 
F & G Co. vs. People’s Bank, 157 
Southwestern Reporter, 414.) 

The general rule in the absence of 
special or unusual circumstances is 
that a drawee bank is not liable to the 
payee for refusing or neglecting to 
honor a valid check drawn on itself, 
but may be liable to the drawer. 





Note Breached by Warranty? 


Manufacturers and other sellers of 
merchandise often take their cus- 
tomers’ notes in connection with the 
sale of goods. Often, too, goods thus 
sold are subject to certain “warranties” 
as to quality, capacity and durability. 
If such warranties should be breached 
by failure of the merchandise to make 
good as promised, the buyers could 
defend the notes given for the goods 
on the ground of “‘failure of considera- 
tion” —so long as the notes remained 
in the hands of the original party, but 
not as against a holder in due course. 

Now suppose a bank discounted such 
a note for a manufacturer or other 
seller and at the time of taking the 
note had notice of the warranty as to 
the merchandise given to the maker 
of the note. Suppose further that, 
after the bank bought the note, there 
was a breach of the warranty of which 
the bank had notice. Could the bank 
then enforce the note against the 
maker as a holder in due course and 
avoid the defense of “breach of 
warranty?” 

The Supreme Court of New York 
recently said that the bank in such 
circumstances is a holder of the note 


See COURT DECISIONS —Page 40 
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September marks the 50th Anniversary of the establishment of the Brandt 
Automatic Cashier Company. » We take this opportunity of expressing our 
appreciation to the thousands upon thousands of banks who have shown their 
confidence in us by installing Brandt machines. »% During the fifty years that 
we have been engaged in the continuous manufacture of coin handling devices, 
it has been our constant endeavor to supply sturdily built equipment to meet the 
needs of banks from every standpoint — equipment that could be depended 
upon without question. ye For years we manufactured and sold only Brandt 
Automatic Cashiers — machines that won an outstanding place among banks. 
As time passed we not only greatly improved Brandt Automatic Cashiers, but 
added Coin Sorting & Counting and Coin Counting & Packaging Machines to 
our line — and also coin wrappers and bill straps. y% These added products 
measured up fully to the high standards required by banks. As a result, they are 
being accepted with the same assurance as Brandt Automatic Cashiers. x Banks 
may be certain that we shall continue the same policies as in the past — that 


we shall always supply the highest quality products for all coin handling tasks. 


BRANDT AUTOMATIC CASHIER CO. 


“In Our 50th Year” WATERTOWN, WISCONSIN 







BRANDT 


COIN HANDLING 
DEVICES SINCE 


1890 
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Resources over * 





Service — Maintaining an 
intimate, personalized corre- 
spondent bank service. 


Experience— Officials with 
at honda of service in this field, 


a knowledge of re- 


geomet and valuable as- 


Policy — To cooperate with 
out-of-town banks rather than 
compete for business which is 
rightfully theirs. 





ESTABLISHED 1908 


NEW YORK CLEARING HOUSE ASSOCIATION 
FEDERAL DEPOSIT INSURANCE CORPORATION 





$170,000,000 














A whole week's work 


40 HOURS! 


Are you ready for the 40-hour week 
which goes into effect October 24? 


The assembly of reprinted articles 
under the title 


The Hours Problem 


may help you. 
obtained by writing 


THE EDITOR, 
The Burroughs Clearing House, 


A copy may be 


Detroit, Michigan 
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‘The BOOKLET COUNTER 








Booklets listed below are offered without charge or obligation to bank officers 
and other executives, through the co-operation of nationally-known institu- 


tions. 


Address your requests, on your bank or company’s letterhead, to 


THE EDITOR, THE BURROUGHS CLEARING HOUSE 


SECOND AND BURROUGHS AVENUES 


New Booklets 


VISIT THE 1940 WORLD’S FAIR...A 
folder of particular interest to bankers 
attending the A. B. A. convention in Atlantic 
City, since Saturday, September 28, is to be 
American Banking Day at the World’s Fair 
in New York City. The folder describes how 
the visit to the Fair can be made more enjoy- 
able through an all-expense plan whereby 
such details as transportation, hotel accom- 
modations, etc., are all arranged in advance. 


SECURITIES OF THE UNITED STATES 
GOVERNMENT AND ITS INSTRU- 
MENTALITIES .. . An 89-page pamphlet 
containing a wealth of information concern- 
ing United States Government bonds, notes 
and treasury bills, as well as the obligations 
of Federal credit agencies and corporations. 
Also discusses institutional portfolio problems, 
tax provisions as amended by the revenue 
acts of 1939-1940, tax exemption features and 
legal investment status of various United 
States obligations. 


NEW BUSINESS FOR YOUR BANK ... 
Description of animated, three-dimensional, 
illuminated displays designed especially for 
banks, and available on a rental basis which 
includes installation and removal. The folder 
illustrates typical displays and tells how the 
service operates. 


LATIN AMERICA... Salient facts concern- 
ing the credit, economic, and exchange condi- 
tions pertaining to each of the Latin American 
countries are presented in this 53-page 
brochure, which should be helpful to anyone 
having a financial interest in international 
trade or travel. 


Booklets Still Available 


MR. REED GOES TO TOWN ON OFFICE 
OVERHEAD COSTS... A human interest 
“true story” with illustrations, relating how 
an executive realized an unexpected office ex- 
pense reduction of nearly $50 a month while 
bringing about better customer service 
through faster dispatch of correspondence and 
parcel post shipments. This 24-page booklet 
also contains excerpts of letters from banks, 
insurance companies and manufacturers tell- 
ing how they have made similar worthwhile 
savings. 


PUBLIC OLD AGE PENSIONS... With 
public pension movements on the increase, 
old age assistance looms as one of the major 
economic issues confronting the United 
States. This 20-page booklet outlines the 
pension plans now in effect in the various 
states, and discusses the Townsend Plan and 
other radical proposals. 


LESS NOISE, BETTER HEARING... An 
unusually interesting booklet for anyone con- 
sidering the advantages of sound conditioning. 
One section discusses factors to be considered 
in selecting acoustical material; another re- 
lates to scientific principles of noise quieting 
and the practical application of these_prin- 


DETROIT, MICHIGAN 


ciples. Illustrations portray examples of 
acoustical treatments in banks and other 
offices. 


DEFENSE DOLLARS... A timely survey 
of our national budget picture in the light of 
defense needs and the increased taxation to 
come. The booklet also analyzes the present 
condition of our defenses, suggests methods 
for increasing and co-ordinating industrial 
production, and recommends specific econo- 
mies in non-essential governmental expendi- 
tures not related to preparedness. 22 pages. 


RECOMMENDATIONS FOR OFFICE 
LIGHTING . . . This booklet cites facts to 
consider in connection with efficient lighting, 
and presents a table of footcandle standards 
for various office tasks. Installation photo- 
graphs help to illustrate advanced lighting 
technique. 


BANK MANAGEMENT CONTROL... 
This 152-page book, written by E. S. Woolley 
and published by the George S. May Com- 
pany, is offered free to one executive officer 
in each bank. It presents principles to be 
followed in the control of expense, deals in 
particular with some of the perplexing bank 
problems that have recently arisen, and takes 
sharp issue with many accepted banking 
practices. 


STEEL FILING EQUIPMENT ...A 
49-page catalogue illustrating a complete 
range of styles in four grades of steel filing 
equipment, showing construction features 
and installation views. Also pictured are 
low-cost dead storage files with an improved 
stacking device. 


THE TRUSTEE IS PERSONALLY 
LIABLE .. .A survey of court decisions 
covering individual liability of fiduciaries to 
third persons for negligence in management 
of property or estates, and suggestions for 
protecting the interests of trustees and 
beneficiaries. 


INVESTMENT CREDIT FILE... In 
conjunction with a leading New York bank, 
an impartial investment service has published 
reports on companies whose bonds are actively 
traded and eligible for bank investment. 
Sample reports on leading railroad, public 
utility and industrial bonds will be sent to 
illustrate the helpfulness of such records. 


MODERN CHECK DESIGNS... Banks 
are becoming more and more conscious of 
the important part their checks may play in 
a public relations program, and as an adver- 
tising medium. A folder containing an 
assortment of up-to-date designs will be sent 
to bankers who are interested in improving 
their checks. 


CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? . 

A good booklet to pass on to some capable 
young fellow who’s looking for a job or who 
hasn’t decided just what he wants to do, or 
a responsible older man who hasn’t found his 
right place in life. 
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Via NATIONAL CITY 
co LAVIN AMERICA 


i ew year, more than ever, business men are giving new 

thought to those Americas that lie beyond our border. 
The wealth of opportunity in South and Central America 
brings new inquiries to this bank every day. 
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For more than 26 years National City has been the liaison 
unit between the business and banking of the Americas. 
First American national bank to establish an overseas 
branch —in Buenos Aires in 1914— National City has ex- 
perienced every conceivable contingency which trade with 
Latin American countries has encountered. 


Our facilities have been developed until today there are 


41 National City branches in South. America and the 
Caribbean countries. 


National City outposts help to bridge the differences of race 
and language, and to interpret the banking laws, exchange 
and customs regulations. They have acquired an unrivaled 
knowledge of local conditions. 








At our Head Office a group 
of National City officials 


is exclusively engaged in 





These international “trade embassies” are at the disposal 
of American banks through Head Office in New York or 
through Correspondent Banks the country over. 


handling Latin American 


relationships 





THE 


NATIONAL CHTY BANK OF NEW YORK 


HEAD OFFICE: 55 WALL STREET 71 BRANCHES IN GREATER NEW YORK 














ARGENTINA 





Cana ZONE 


CuBA 





LATIN AMERICAN BRANCHES 





Dominican Mexico | REPUBLIC OF 
Buenos Aires Balboa Havana REPUBLIC Mexico City PANAMA 
(Sub-branches) Cristobal (Sub-branches) ; - Perv Panama 
Flores : Cuatro. Ciudad Trujillo Li Col 
Plaza Once CHILE Caminos Basstian ama olon 
Rosario Santiago Galiano Vv Puerto Rico 
. : : La Vega : 
Valparaiso La Lonja 3 San Juan Urucuay 
BRAZIL Caibarien Puerto Plata Arecibc f : 
. - _ 5 San Poteo d a Montevideo 
Rio de Janeiro COLOMBIA Cardenas ean Pedro de Bayamon 
Pernambuco Bogota. Manzanillo Macoris Caguas 
Santos (Agy.) Medellin Matanzas Santiago de los Mayaguez VENEZUELA 
Sao Paulo Barranquilla Santiago Caballeros Ponce Caracas 


BRANCHES, AFFILIATES AND 


ESTABLISHED 1812 


Member Federal Deposit Insurance Corporation 


IMPORTANT CITY OF THE WORLD 


CORRESPONDENT BANKS IN EVERY COMMERCIALLY 
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A Bank System 
that Pays Daily 
Dividends! 


A simple economical TelAutograph 
Teller-to-Bookkeeper System in your 
bank pays big daily dividends: 

1—SAVES TIME OF TELLERS ... eliminates 


delays of calling or leaving cage to check 
account balances... 


2—PREVENTS ERRORS in checking accounts 
. protects both Tellers and Bookkeepers 
against errors due to misunderstandings... 


3—SAVES VALUABLE FLOOR SPACE... you 
can keep your Bookkeeping Department 
“upstairs”... eliminating noise. :.reducing 
overhead . .« 


4—QUICK AND BETTER CUSTOMER SER- 
VICE . . . cut down long lines at tellers’ 
window . . . confidential written messages 
save customer embarrassment. 


Get the facts about this “divi- 
dend paying” system today ! 
CALL or WRITE 








OE: 


CORPORATION 


16 WEST 61st STREET, NEW YORK, N. Y. 
SERVICE TO BANKS SINCE 


1902 
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P. D. HOUSTON 


(CONTINUED FROM PAGE 13) 


ing out the proper technique for 
attaining objectives. 

As another manifestation of Mr. 
Houston’s genuine interest in the 
human relationships of banking, one 
of the traits that his associates notice 


| particularly is that people are inclined 





to confide in him, and to seek his 
advice. The door of his office opens 
into the busy main banking room, and 
it is always open. He is readily 
accessible and gives fully of his time 
to rich and poor alike. He practices 
as well as preaches good public rela- 
tions. 

He believes that the trend of bank 
legislation and governmental relation- 
ships largely resolves itself into a 
problem of public relations. With 
legislators guided to a considerable 
extent by public opinion, Mr. Houston 
feels that it is clearly the task and 
duty of the banker to see that the 
public’s view concerning banking is 
correct. He declares: “Bankers can 
make no greater contribution to the 
welfare of their own business than to 
assist in developing a public under- 
standing that will result in favorable 
public sentiment. This sentiment in 
the final analysis will control banking 





DEMAND MAKES POSSIBLE 


New Sow Prices 


on CLEAR-VUE COIN wraApPERS 


The great acceptance of Clear-Vue Coin Wrappers by banks and 
many other lines of business has made it possible with improved 
facilities to increase production and lower the cost 40 to 50%, making 
them as economical as other style wrappers. 








NOTE THEIR NEW ECONOMY — 
ORDER YOUR NEEDS TODAY 


1Mto 5M..$1.25 perM 
M to 10 M.. 1.20 per M 
11 Mto25M.. 1.15 perM 100 M or more 


9 IMPORTANT SAFETY FEATURES 
FOUND ONLY IN CLEAR-VUE COIN WRAPPERS 


These exclusively patented transparent Coin Wrappers 
are made of a tough cellulose material that gives 
complete visibility and provides a constant safeguard. 
Write today for free samples, or send in an order at the 
new low prices. 
this fivefold protection: 

I. PROTECTION against making mistakes in denominations! 
2. PROTECTION against slugs and spurious coins! 

38. PROTECTION against fraudulent re-use of wrappers! 


4. PROTECTION against misuse of names on wrappers! 
5. PROTECTION against accidental tears and breakage! 


Clear-Vue Coin Wrappers provide 


26 M to 50 M..$1.10 per M 
51 M to 99 M.. 1.00 per M 
-90 per M 


F. O. B. Austin, Texas 


THE STECK CO., 217 9th ST., AUSTIN, TEXAS 


legislation, but this sentiment cannot 
be developed without the co-operation 
between banks.” 

He is convinced that failure to 
co-operate has been responsible for 
much of the recent regulation and 
legislation. Thus he points out: 
“Bankers knew long before Congress- 
men that banks were paying too 
much interest on funds, but we failed 
to co-operate in exercising our best 
judgment.” He prefers self-regulation 
from within the banking fraternity to 
restraints imposed from without, and 
believes that lack of co-operation 
between banks increases unnecessarily 
their costs of doing business, results 
in undue losses, makes banking more 
difficult and less pleasant. As a 
corollary to this, and in accordance 
with his inclination to do something 
about his beliefs, Mr. Houston devotes 
considerable time to persuading coun- 
try banks and others to join the 
American Bankers Association and 
their state associations. 

Speaking of country banks, it is 
interesting to note that his first experi- 
ence was as a country banker, and 
that the American National Bank 
maintains close correspondent relation- 
ships with hundreds of rural banks in 
Tennessee and near-by states. The 
incoming A. B. A. president is fully 
alive to the particular problems con- 
fronting rural banking, and is keenly 
interested in them. 


N_ fact, Mr. Houston’s 

hobby is agriculture. Jointly with 
Paul M. Davis, president of the 
American National Bank, he owns an 
800 acre farm some 30 miles south of 
Nashville that is reputed to be one of 
the finest in the state. The early sun- 
rise during week days will sometimes 
find Mr. Houston down at the farm 
| “looking things over,” and you will 
| usually find him there on week-ends. 
| His particular pride and joy is a prize 
| herd of Black Angus cattle. 
| 
| 


foremost 





He feels that the country banker 
has a greater opportunity for com- 
munity development than the city 
banker, pointing out that there are 
many rural counties and communities 
| where the local banks have been re- 
| sponsible for an almost complete 
_change in the economic pattern of 
their trade areas. He believes that 
_country bankers have a special re- 
sponsibility of remaining constantly 
alert to changing business conditions 
in their territory, since through their 
close relationship with borrowing cus- 
tomers they can do much to influence 
them to change from one phase of 
agriculture to another which holds 
greater promise of success. 

Throughout, we have attempted to 
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Paper money... 
—not guarded in a BANK! 


Pavare police service... an alarm system on 
every door and window... . time-locked, combination 
steel safes... night watchmen... barred cages... 
locked drawers... Yet hundreds of well run, con- 
scientiously managed banks keep in open drawers 
and tin boxes varying amounts of paper money— 
U.S. postage stamps! Jronical, isn’t it? 

Postage protection is one of the main reasons why 
so many banks use Pitney-Bowes Postage Meters. 
Postage in a Meter is foolproof, tamper-proof, has no 
value except as working postage on your bank mail. 
And the automatic accounting of the Postage Meter 
gives a positive check on postage expenditures and 
stamp stocks, stops leaks, and losses. 

The Postage Meter is also an aid to more efficient 
operation. It supplies any postage value required for any 
class of mail, never runs out of stamp denominations. 


















Metered mailing is faster, safer, more sanitary than 
“lick and stick” mailing. Envelopes are sealed simul- 
taneously as the postage, dated postmark, and the 
bank’s advertising slogan are printed. Peak mailing 
days go off without overtime nights. And Metered Mail 
does not stop for facing, postmarking and cancelling 
in the postoffice; can often make earlier mail trains 
and save valuable time in transit. 

There are Pitney-Bowes Meters for small banks as 
well as large, and for small budgets. Ask our nearest 
office for a demonstration on your own mail... 








Branches in principal cities. Consult your telephone directory VA Oe 


IN CANADA: The Canadian Postage Meters & Machines Co., Ltd. 


THE POSTAGE METER CO. 
PITNEY ocrenco wt) BOWES 


1513 Pacific St., Stamford, Conn. 
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CITIZEN'S 
NATIONAL BANK 
Springville, New York 


One of America’s outstanding 
bank modernizations. Handled 
from start to finish by the 
Bank Building & Equipment 
Corporation of America. 


3 ‘he cost of antiquated banking quarters 
runs high. The toll taken registers in a 


low percentage of new customers. Every day 
you defer modernization you lose money in the 
form of new business. People are drawn to the 
bank most impressive in appearance and facil- 
ities. Successful bankers know that moderniza- 
tion results in increased traffic...and increased 
traffic means increased transactions. Write for 
The Plan That Made Over 1000 Banks Leaders 
In Their Communities.” No obligation. 







sale . 
pINTH AND 5! 


INCORPORATED 
A Subsidiary 
who design, build, modernize and equip 
commercial buildings and interiors 
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picture Mr. Houston’s thoughts on 
banking by means of his activities and 
experiences. Coming to the subject 
of specific bank operations, we find 
Mr. Houston’s ideas reflected in the 
policies of the American National 
Bank and other financial institutions 
with which he has been associated. 

When Mr. Houston was cashier and 
manager of the First Savings & Trust 
Company in Nashville, the bank paid 
dividends from the start and never 
had a loss of any kind except for one 
$35 check. One reason for this 
remarkable loss record was that Mr. 
Houston insisted that all loans must 
be made on tangible assets, and the 
bank had no unsecured loans in its 
portfolio. He also instituted the rule 
that no officer could borrow from the 
bank, and that no loans would be 
extended to directors except upon 
approved collateral. The same rule 
stands today at the American Na- 
tional Bank. 


HEN the First Savings Bank & 

Trust Company came under the 
control of the Fourth and First National 
Bank in 1911, Mr. Houston became 
vice-president of both institutions. He 
continued in this connection until 1918, 
when he and his associates purchased 
controlling interest in the American 
National Bank. He served as presi- 
dent until 1928, when he was elected 
chairman of the board. 

Perhaps Mr. Houston’s basic bank- 
ing policy could be termed one of wide- 
awake conservatism. He believes that 
certain fundamental principles of sound 
banking always remain the same, and 
that deviation from them for reasons 
of temporary expediency courts pos- 
sible disaster. At the same time, he 
realizes that changes in conditions may 
necessitate changes in banking prac- 
tices, and he stresses the vital impor- 
tance of studying trends and keeping 
abreast of current developments. 

Here again we find his ideas carried 
into action. For example, The Ameri- 
can National Bank recently released 
timely advertising announcing that it 
is anxious to do its part in the coun- 
try’s preparedness program, and offers 
loans for defense. The bank is also 
preparing a series of ads pointing out 
the advantages of the Nashville area 
to those industries producing war 
materials, citing the strategic inland 
location, low-cost power facilities, and 
rich natural resources. 

The American National Bank makes 
term loans for sound purposes, and has 
a number of field warehousing loans 
in its portfolio. As to the bank’s 
personal loans, Mr. Houston looks 
upon them with favor not only be- 
cause they are profitable in them- 
selves, but also because they make 
friends. The bank does not engage in 
consumer financing; Mr. Houston re- 
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gards this as a specialized field in 
itself, and believes that banks han- 
dling this type of paper should set up 
special departments staffed by men 
experienced in this business. 

Mr. Houston anticipates some in- 
creased demand for loans as a result 
of increased industrial activity, but 
in view of present excess reserves does 
not foresee an increase in interest rates 
or any marked change in the bank 
earnings picture. He believes that 
the answer to the problems of earnings 
lies rather in the close control of 
operating costs, and the adjustment 
of service charges to keep banking on 
a profitable basis. 

Mr. Houston prefers to put the 
bank’s funds to work locally building 
up the community’s enterprises, inso- 
far as sound loans can be made, rather 
than to invest in securities. This is 
evident from the bank’s latest state- 
ment of condition which shows the 
holdings in United States Governments 
at only a little over $4 million, com- 
pared to more than $29 million in 
loans and discounts, and nearly $3% 
million in state, county and municipal 
bonds. 

At the same time Mr. Houston 
realizes the importance of investments 
in the bank earnings picture. He is a 
strong advocate of bond portfolio con- 
ferences and other means of educating 
bankers on problems of investment. 
He feels that the average banker 
knows too little about analyzing 
securities and that too many bankers 
are still prone to speculate on lower 
grade bonds. The services of the 
investment analyst at the American 
National are always available to 
country correspondents, and Mr. Hous- 
ton’s personal advice to them is always 
to buy bonds only for investment. 


HE American National Bank has 

an impressive record in adopting 
improved methods of operation. It had 
a private numerical system long before 
this plan was adopted by the A. B. A., 
and a special committee is said to have 
studied the system at the bank before 
it was adopted by the national associ- 
ation. The bank was also a pioneer 
in its territory in analyzing accounts 
and putting them on a service charge 
basis. Long before the system of 
county farm agents was in vogue, the 
bank had its own farm agent to assist 
rural customers. The American Na- 
tional Bank serves as correspondent 
for a large number of Tennessee banks, 
and its advertising program for further- 
ing this relationship through publiciz- 
ing the various counties in its area 
has aroused national comment. 

Since considerable interest has been 
attached to Mr. Houston’s views on 
the dual banking system and unit 
banks, we are quoting him verbatim 
On this subject as he expressed himself 
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AN INDEPENDENT survey organization 


asked 1000 bank depositors: “With 
which one brand-name of check paper 
are you most familiar?”’ 
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HAMMERMILL SAFETY topped the second- WHAT THESE FACTS mean to you. Your 
ranking brand by a vote of more depositors know the Hammermill name. 
than 6 to1...and polled almost twice They have confidence in it. They use 
as many votes as all the other brands Hammermill papers in their business. 
combined! They respect Hammermill quality. 





AND THEY RESPECT your judgment when IN USE, Hammermill Safety lives up to 
you supply them with checks on Ham- its reputation. Its distinctive design 
mermill Safety Paper. That is the gives checks an air of authority. It is 
“plus” value which only Hammermill _ sturdy paper, easy to write on, easy to 
Safety can give you—the opportunity handle. And it immediately reveals 
to link the reputation of your bank chemical or mechanical alteration. See 
with the prestige and good will of the it. Try it. Send for sample book and 
best known name in paper. portfolio of specimen checks. 


Paper Company 


LOOK FOR THIS ong Hammermill Paper 0 Bow-SE 
SURFACE MARK [aie co P ne Dept. U, Brie, Pe cote 


il 
eae ane ill Safety and 
1 kof Hammerm “a 
Dortfolio of Specimen Checks 
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Position any letterhead) 


‘ or write on, comp 
MADE BY THE MAKERS OF HAMMERMILL BOND pe poe — 
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just prior to his election as second 
vice-president in 1938. At that time 
he stated: “Certainly the interest of 
the nation and the welfare of the 
people have been served and developed 
more faithfully and more effectively 
under the dual system of banking than 
could have been done by a unified 
system or a nation-wide branch bank- 
ing system. It is my belief that our 
present system of banking can continue 
to serve the needs of our people, our 
communities and our nation. The 
interests of the public do not demand 
either a change to a unified system of 
banking or a change to a branch bank 
system, nor is such change desirable.” 
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In commenting on his plans for the 
A. B. A. during the coming year, Mr. 
Houston suggested that we contribute 
words of praise “to what Bob Hanes 
has been doing during the past year!” 
He is heartily in accord with the 
expanded program of service instituted 
during the dynamic regime of the 
North Carolina leader. ‘““The gains 
and accomplishments of preceding 
administrations should be used as the 
foundation for further progress,” he 
maintains, “‘and none of the good 
program should be discarded by a 
mere change of administration.” 

Thus during the next year we may 
expect to see a continuation of the 
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INTERMEDIATE 
CREDIT BANK 


CONSOLIDATED 
DEBENTURES 


Exempt from all Federal, State, municipal and local taxes 


Legal Investment for savings banks in various States, 


Eligible for purchase by the Federal reserve banks in 
maturities not exceeding 6 months 


Acceptable as collateral security for 15-day loans by the 


Eligible as security for fiduciary, trust and public funds 
held under the authority or control of officers of the 


Approved as security for deposits of postal savings funds 
. . . Debentures are offered through recognized 


security dealers and dealer banks. Inquiries should 
be addressed to the Fiscal Agent or to dealers. 


Charles R. Dunn, Fiscal Agent 


THE FEDERAL INTERMEDIATE CREDIT BANKS 
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drive to enlarge the research program 
of the A. B. A., and a further develop- 
ment of an organized effort to dis- 
seminate the vast amount of accumu- 
lated information more fully and 
directly to the association membership. 

There will also undoubtedly be a 
continuation of the widespread pub- 
licity being given to the lending 
activity of banks. For Mr. Houston 
has stated: “The American banking 
system is now prepared, and will con- 
tinue to be prepared, to furnish the 
legitimate banking needs of this coun- 
try and its people, but we must inform 
the public more fully of the services 
which our institutions are rendering 
the public.” 

Above all, Mr. Houston hopes dur- 
ing his administration to further an 
increasing spirit of co-operation among 
banks. Although he believes that 
banks have learned much in recent 
years in regard to the value of co- 
operation, he has declared that “‘we are 
far from the perfect state as yet.” 
In relation to present day banking 
problems, he points out that with the 
combined influence of all banks, united 
in a co-operative spirit for the common 
good, little would remain worthy of 
accomplishment that this combined 
force could not achieve. 

During his tenure of office as presi- 
dent of the American Bankers Associ- 
ation, you may be sure that Mr. 
Houston will be tackling the job with 
the utmost of his undoubted ability. 
The A. B. A. is fortunate to have 
ready to take over at the helm a man 
of such proved resourcefulness under 
fire, and one with such a crusading 
interest and belief in the vital impor- 
tance of banker co-operation. 
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TITLE I LOANS 


(CONTINUED FROM PAGE 22) 


is delighted with the results of his _ 


remodeling. 

Along similar lines was the experi- 
ence of two people in a distant state. 
A relative died in our city, and willed 
to them the old family home. It had 
been in the family for a long while, 
and was not in the best of repair. 
The new owners came to Oshkosh to 
look over their bequest, and made a 
quick decision that its only possibility 
of being anything but a white elephant 
was to convert it into two apartments. 
The task was simple, for they were 
not trying to create housing for the 
carriage trade. They asked us for 
$195, and we were able to approve the 
loan promptly by sending to their 
home community for credit informa- 
tion. They used the proceeds to install 
an upstairs bathroom —there was al- 
ready a bathroom downstairs —and to 
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provide a hot water supply for both 
floors. Thereupon they rented the 
two apartments for a monthly total 
of $35, placed the property in the 
hands of a local real estate firm for 
management, and went back to their 
distant city. The local man collects 
the rent, pays us our small monthly 
payment on the 18-months loan, and 
remits the surplus to the owners. 

Or consider the farmer who bor- 
rowed $575 and contracted to pay 
back $15.97 for 36 months. The farm 
has been in his family’s ownership 
since 1849, and during this long tenure 
there has been no electric power line 
on the place. His farming is primarily 
dairying, and he saw an opportunity 
not only to make life easier by letting 
electricity do some of the work but 
also to increase his net income by 
applying electricity to some of the 
problems inherent in dairying. He 
purchased a wind generating set and 
with this he is now producing power 
and light for the entire farm. His 
house has been wired for electricity 
on that portion of the proceeds of the 
loan above the cost of the generating 
equipment. He is not jumping in 
over his head to buy electrical equip- 
ment, because first he wants to whittle 
down his bank loan to comfortable 
size. But he has put in a milking 
machine, applied power to his separa- 
tor, and has added a milk cooler so 
that he can retain the approval of the 
board of health of the city to which 
his milk goes for fluid use. Lacking 
some of this equipment, his milk 
would have to go for cheesemaking or 
to a condensary, at a far lower price. 


HE fact is, there is a human interest 

story behind almost every modern- 
ization loan. It comes out, in the course 
of talking over the credit before we 
approve the loan. In the aggregate, 
the benefit to our fellow citizens 
through improving their living stand- 
ards and improving their finances is 
tremendous. And, of course, the busi- 
ness which accrues to our community 
through the development of this sub- 
stantial additional volume of building 
and remodeling and modernization is 
something well worth considering for 
its effect upon the business com- 
munity, including our bank. 

But the principal advantage, in 
terms of enlightened selfishness, is that 
while we are thus helping to make a 
better community in which we can all 
live together, we are getting really 
profitable and desirable business for 
the bank. After all, loans are today 
hard to find, and are to be prized above 
rubies. By plugging along in search 
of modernization loans, we manage to 
get a bulk of business which has dis- 
tinctly improved our profit account 
every year since we went into this field 
energetically. 














* * 
“The friendship I have conceived 
will not be impaired by absence; 
but it may be no unpleasing 
circumstance to brighten the 
chain by a renewal of the 


29 
covenant. 


—GEORGE WASHINGTON 
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Those of Bank of America who will attend the 
American Bankers Association Convention 
at Atlantic City look forward with anticipa- 
tion and pleasure to a renewal of the many 
fine friendships which were formed at previous 


conventions. 


Whenever there arises any occasion when 
your friends in the Bank of America can be of 
any assistance to you or your bank in the 


West, we hope you will call upon us. 


Dank of America 


NATIONAL §iVines ASSOCIATION 


Member Federal Deposit Insurance Corporation 
Member Federal Reserve System 


MAIN OFFICES IN TWO RESERVE CITIES IN CALIFORNIA 
SAN FRANCISCO LOS ANGELES 








In writing to advertisers please mention The Burroughs Clearing House 








36 


(CONTINUED FROM PAGE 19) 


program. The first suspends the 
operation of special legislation im- 
posing arbitrary limits on the profits 
of naval ship and aircraft contracts, 
the second establishes an accelerated 
rate of amortizing the cost of new 
plants and equipment acquired to fill 
armament orders, and the third is the 
excess profits tax applicable to all 
corporations. 

Amortization was the feature re- 
quiring speedy action by Congress. 
The Army and Navy were asking 
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WASHINGTON VIEWPOINT 


manufacturers to take orders for 
defense materials with no peace-time 
counterparts, which would require 
construction of new plants and installa- 
tion of special machinery of little or 
no value in making anything else. 
The companies were very reluctant to 
use their own funds or borrow new 
money to build such plants without 
assurance that Federal tax laws would 
be such as to permit them to get back 
their invested capital before their 
income was taxed as profit. 

Under ordinary tax procedure only 





THE DEFENSE PROGRAM 





LEVELAND is the center of one of the largest 


industrial regions in the world. 


This city, and its surrounding territory, will play a 


major part in the vast rearmament program now getting 
under way. Its banks are able and willing to help in 


the financing of this great effort. 
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| gram causes an inflationary 


a small proportion, usually not more 
than 5 or 10 per cent, of capital in- 
vested in productive facilities may be 
charged off each year for depreciation 
and obsolescence as a deduction from 
gross income before Federal taxes 
apply. In the case of armament 
plans, however, the emergency may be 
over long before the plants are worn 
out and with no further military and 
naval orders the plants would be 
worthless long before their cost had 
been recovered. To meet this situ- 
ation the new bill provided that 
facilities certified by military authori- 
ties as essential to defense may be 
amortized in five years, or less if the 
emergency is officially terminated. In 
other words, a corporation may re- 
cover 20 per cent of its capital each 
year before its income is subject to 
Federal taxes. As a result, it is 
expected that much new capital will 
be invested in factories and equip- 
ment for making special military 
equipment. 

The excess profits tax section is a 
complicated measure, the detailed 
ramifications of which are chiefly of 
interest to and understandable by 
accountants and corporation attorneys. 
In general, the purpose of the bill is 
to set up a standard of normal cor- 
poration profits and impose graduated 
taxes on all profits in excess of this. 
The reasons for enacting it now were 
threefold; to produce some additional 
revenue, to make sure that there 
would be no ‘“‘war millionaires’ or 
profiteering as a result of the defense 
program, and to let business men know 
now what sort of excess profits taxes 
they may expect if the defense pro- 
increase 
in business activity and corporation 
profits similar to that of the World 
War period. In 1918 it was found 
necessary to impose an excess profits 
tax in a period of abnormal business 
conditions which resulted in disrup- 
tion of corporation accounting prac- 
tices and endless litigation. 


HE new measure gives each cor- 

poration the option of figuring its 
normal profits on the basis of capital 
invested or average profits during the 
four years 1936-39. Each method 
involves a rather complicated formula 
and is necessarily arbitrary and will 
work hardships on some companies 
regardless of which method is chosen, 
but it is felt that it is more fair and 
liberal than the war-time law and is 
probably better than various plans 
which had been under discussion prior 
to its introduction. After applying 
either formula the corporation arrives 
at its ‘“‘adjusted excess-profits net 
income” from which it may deduct 
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$5,000 and also its “normal’’ profit, 
called the ‘excess profits credit,” 
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controlling persons and other insiders; 
prevents pyramiding one investment 
company on another; markedly simpli- 
fies capital structures of some invest- 
ment companies and affords some pro- 
tection for holders of senior securities; 
tends to establish fair pricing and 
selling methods; prohibits issuing stock 
for services and eliminates inequitable 
management voting stocks; and pro- 
vides a more reasonable sales load on 
installment plans and insures such 
investors a more equitable interest in 
the fund. 

The act defines several types of 
investment companies but excludes 
companies primarily engaged, directly 
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or through subsidiaries, in the oper- 
ation of a business other than that of 
an investment company, and specifi- 
cally excludes brokers, underwriters, 
banks, insurance companies, common 
or comingled trust funds administered 
by a bank, bank-holding-company 
affiliates subject to the supervision of 
the Board of Governors of the Federal 
Reserve System, companies subject 
to the interstate commerce act, small- 
loan companies, factoring companies, 
companies dealing in mortgages or 
discount papers, and certain other 
special types of companies. 

Title II of the act applies to invest- 
ment advisers and seeks to protect 
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the public from frauds and misrep- 
resentations of tipsters and touts and 
to safeguard the honest investment 
adviser against the stigma of the 
activities of these individuals. It 
makes fraudulent practices by invest- 
ment advisers unlawful and requires 
those doing business in interstate com- 
merce to register with the SEC. The 
term “investment adviser’ is so de- 
fined as specifically to exclude banks, 
bank holding company affiliates, law- 
yers, accountants, engineers, teachers, 
brokers (insofar as their advice is 
merely incidental to brokerage trans- 
actions for which they receive broker- 
age commissions), publishers of bona 
fide newspapers, news magazines, or 
financial publications. 


° * Sd 


The Federal Reserve Boards 
New Production Index 


Bank officials and others who use 
current business statistics will be 
interested in studying the new index 
of industrial production now being 
published by the Board of Governors 
of the Federal Reserve System. This 
index, long one of the most widely 
used and closely watched series of 
business statistics, has been revised 
to include new industries and give 
different weights to other industries, 
and the base period (used as 100) has 
been shifted from the 1923-25 period 
to the 1935-39 period. As a result, 
the old and new indexes are not 
strictly comparable for any recent year, 
although major trends remain the 
same. 

The major portion of the Federal 
Reserve Bulletin for August is devoted 
to a description of the new index and 
tables carrying it back to 1923 for the 
various component industries. Be- 
cause many new and growing industries 
are included, the new index shows less 
violent fluctuations than the old. 
Where the old index showed industrial 
activity at 109 in May, 1940, the new 
one places it at 114, so that calculations 
based on this important index must be 
revised accordingly. 


Sf Sd Sd 


Plans for Co-operating with 
Latin America 


Extension of the present system of 
government financing to Latin Ameri- 
can nations is contemplated under 
plans being advanced by the adminis- 
tration. A tentative program for a 
huge cartel to purchase and sell 
exportable commodities of all South 
and Central American countries has 
been abandoned, but several other 
steps are being taken to strengthen 
economic ties between those nations 
and the United States. 

One of these steps is a plan for 





ee eS 


a 


\@ 


= ewe  ! 


ee ec) 


ors He & 


y ie | 
O « 


: 
ae nPoneandr 


al 
WwW 
ns 


be 


th 


of 
Ti- 
jer 
\is- 


sell 
ith 
has 
her 
nen 
ons 


for 


aes 





ra = 
ee a 


THE BURROUGHS CLEARING HOUSE—September, 1940 


establishing an Inter-American Bank. 
This was drafted by representatives 
of the countries interested and signed 
by officials of the State Department 
but it has not yet been ratified by 
Congress. Stock in the bank is to be 
owned by the various governments 
and loans are to be made to these 
governments, their fiscal agents, cen- 
tral banks, or political subdivisions. 

Without waiting for ratification by 
Congress, the administration pressed 
for legislation to extend the life of the 
Export-Import Bank to 1947 and to 
give it an additional lending power of 
$500,000,000 to be financed by the 
Reconstruction Finance Corporation. 
The plan is for the E-I Bank to make 
loans to nations of the Western 
Hemisphere or their agencies or na- 
tionals to assist in the development of 
resources, stabilization of economies, 
and orderly marketing of commodities. 
Details of the operation of the plan 
are vague, but the bill has engendered 
considerable opposition on the ground 
that il would be used to attempt to 
bolster the prices of surplus agricul- 
tural commodities and would result 
in defaults similar to other South 
American loans. 


Sd o 


CANADIAN 
BANKS 


(CONTINUED FROM PAGE 25) 


Loans are being made not only to 
war industries but also to consumer 
industries and export industries, the 
latter important as Canada is expand- 
ing its export trade to markets now 
cut off from European exporters. Con- 
sumer industries are also reporting 
better business with increased employ- 
ment and a lessening of relief rolls. 
Canadian banks have helped in 
Canada’s government war loans with 
security purchases, as part of the so- 
far-unchanged investment policy, and 
with loans for customer purchases of 
war bonds. 

Foreign Exchange Control Board 
regulations (banks and post offices being 
the only medium through which foreign 
exchange can be bought and sold in 
Canada) have been changing during 
the summer, as Canada tries to con- 
serve its United States dollars for war 
purchases. With passports needed 
by Canadians for travel in the 
United States, passport offices were so 
swamped early in the summer that 
early in July the FECB ordered banks 
not to sell United States dollars for 
pleasure trips, and directed that re- 
quests for more than $25 monthly for 
business travel had to receive a special 
permit from Ottawa. A saving of 


$100,000,000 in United States exchange 
was estimated as result of this regula- 
tion, which added to the amount of 
work already undertaken for the 
FECB by the banks in the filling in of 
numerous forms. Banks are allowed 
one-eighth of 1 per cent on all foreign 
exchange transactions. 

Canada’s second war budget, an- 
nounced at Ottawa late in June, in- 
cluded new excess profit taxes (a levy 
which is also being contemplated in 
the United States). In addition to 
present corporate income taxes, the 
new excess profits tax will set the mini- 
mum tax which Canadian banks will 
have to pay at 30 per cent of their 
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profits. When the profits rise above 
the average maintained for the past 
four years, the rate increases from 
50 to 75 per cent of the total. 

Bank deposits have in recent months 
dropped, largely because of the tend- 
ency of large firms to finance their 
war business by withdrawing their own 
money on deposit. Bankers point out 
that in recent years various large firms 
have preferred to finance their spring 
requirements for money this way than 
by borrowing on a long term. It is 
believed that this policy has been fol- 
lowed this year, particularly in the 
financing of construction of new build- 
ings for war work. 
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(CONTINUED FROM PAGE 26) 


in due course, provided there had been 
no breach of the warranty up to the 
time the bank acquired the note. 
**Plaintiff’s assignor was a holder in 
due course,” said the court, “‘though 
shown to have had notice of the war- 
ranty made by the vendor to the 
vendee which was not breached at the time 
note was discounted. Until the promise 
was broken, a defense did not exist.” 
In discounting notes of this charac- 
ter, some banks require a_ written 
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COURT DECISIONS 


statement that the goods are entirely 
satisfactory. (Rosenberg vs. Globe, 
20 New York Supplement, Second 
Series, 679.) 

S > > 


Indirect Usury? 


A borrower owed a Kentucky bank 
$20,000 on a note bearing 6 per cent 
interest, the legal rate. The note was 
renewed from time to time for several 
years, without any reduction of princi- 
pal. Finally, the bank required the 
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borrower to execute to the bank his 
6 per cent note for $3,500. The pro- 
ceeds of this note were invested in a 
non-interest-bearing certificate of de- 
posit for $3,500. This certificate of 
deposit was pledged as collateral on 
the $3,500 note. Ultimately the trans- 
action came before a Federal court. 

“It is well settled that the court will 
consider the substance of the trans- 
action rather than the form in which 
it is presented,” said the court. “If 
it is in substance a receiving or con- 
tracting for the receiving of usurious 
interest for a loan of money, the 
parties are subject to the consequences 
no matter what device they may have 
employed to conceal the true character 
of their dealings. 

“It seems rather plain that the 
transaction was a device to collect 
from the borrower on the $20,000 loan 
outstanding more than the 6 per cent 
allowed by the law. The transaction 
being usurious forfeits the entire inter- 
est which the note carried with it.” 
(Hershey vs. Anderson, 32 Federal 
Supplement, 1019.) 

Without referring to any particular 
case, here’s a problem bankers might 
profitably consider. Where the legal 

| interest rate is inadequate to pay the 
actual cost of servicing a loan, should 
not the law permit the bank to charge 
such a borrower enough above the 
legal rate to prevent actual loss? A 
law passed by the legislature in each 
State would solve the problem and 
remove the taint of “usury” from a 

| legitimate transaction. 

| + + a 


Negotiable Coupons? 


Most bond coupons, being payable 
to bearer, may be freely negotiated, 
provided they meet the other require- 
ments of negotiability. In a recent 
Federal case, however, the court found 
that the negotiability of certain bond 
coupons had been destroyed by a 
“condition.” The decision was a 
startling reminder that a negotiable 

| instrument must embody an uncondi- 
| tional order or promise to pay. 

| “The coupons,” said the court, 
| “provide that on a named date ‘unless 
| the bond hereinafter mentioned shall 
| have been called for previous redemp- 
| tion and payment duly provided for’ 
| the Irrigation District will pay the 
| bearer the named sum of $20. This 
| does not amount to an unconditional 
| promise to pay within the meaning of 
the Negotiable Instruments Law. The 
promise is to pay interest only if the 
bond has not been retired. The fact 
that the condition did not occur and 
the promise thus became absolute, 
cannot render negotiable an instru- 
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ment which was non-negotiable at its 
inception. Negotiability may not be 
made to depend on extrinsic circum- 
stances.” 

A bank holding such coupons or 
any other non-negotiable instrument 
might easily find itself faced with any 
defenses which the issuer or maker 
might have had against the original 


holder. (Getz vs. Nevada, 112 Federal 
Reporter, Second Series, 495.) 
4 4 7 


Pledged Assets for Federal 
Deposits 

In accordance with their duties as 
defined by Act of Congress, the trustees 
of the Postal Savings System, in 
depositing postal savings money in a 
certain Illinois state bank, required 
the bank to pledge certain assets to 
secure the postal money. Later, the 
United States Court of Appeals for the 
District of Columbia was asked to 
determine whether or not the pledge 
of the bank’s assets was legally valid. 

The court found that at the time 
of the transaction the bank had no 
power, either under its charter or under 
the law of Illinois, to pledge its assets 
for Federal deposits. 

“It is well established in Illinois,” 
said the court, “that a corporation 
organized under its laws has only such 
powers as are expressly granted or as 
are necessarily implied from the specific 
grant, and likewise that the enumera- 
tion of granted powers implies exclu- 
sion of all others.” 

And Congress cannot do anything 
about it so far as a State bank is con- 
cerned, for, says the court: 

“Congress cannot make valid a 
pledge by a state bank where the power 
is lacking under its charter or the laws 
of the State.” (Texas vs. Pottorff, 
291 U. S. 245; Farley vs. Albers, 112 
Federal Reporter, Second Series, 401.) 

National banks of course have the 
power to pledge their assets for Federal 
deposits where authorized to do so by 
Act of Congress. The United States 
Supreme Court has also decided that 
the long continued practice of Federal 
officers in requiring pledges for Federal 
funds, with the knowledge and acqui- 
escence of the Comptroller of the 
Currency, was sufficient justification 
for national banks to pledge their assets 
for such deposits even in the absence 


of statute. (Inland Waterways Cor- 
poration vs. Young, 60 Supreme 
Court, 646.) 

oa s > 


Right of Recourse Preserved 


Banks willing to extend the time of 
payment for the makers of notes are 
often fearful of doing so lest such action 
discharge endorsers of liability. Ordi- 

narily, an endorser is a party second- 
arily liable, and the Uniform Negotia- 
ble Instruments Law provides that a 


party secondarily liable on a note is 
discharged by any agreement binding 
on the holder (the bank, for instance) 
to extend the time of payment, unless 
made with the assent of the party 
secondarily liable or unless the right 
of recourse against such party is 
expressly reserved. 

If a bank wants to extend the time 
of payment of a note, but does not 
have the “‘assent”’ of the endorser, how 
may the extension be made and the 
right of recourse against the endorser 
expressly reserved, so that he remains 
liable? 

In a recent Oklahoma case a note 
was endorsed and then negotiated to 


4] 


the holder. Renewal notes were given 
from time to time and each of these 
was endorsed by the same endorser 
who endorsed the original note. <A 
final renewal note was eventually 
given for an amount equal to the un- 
paid balance still due. This final 
renewal note was not endorsed. 
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Suit was brought against the en- 
dorser on the original and subsequent 
notes, excluding the last renewal note 
which he had not endorsed. The 
endorser contended that in taking the 
final renewal note without his endorse- 
ment and without his assent the holder 
had discharged him of liability since 
the final renewal note amounted to an 
extension of time for payment. 

“This contention,” said the Okla- 
homa court, “is not sustainable. We 
do not think the endorser was dis- 
charged by the giving and taking of 
the last renewal note. That note was 
simply a statement in new form of the 
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balance existing on the earlier notes. 
It was not taken in lieu of the earlier 
notes. They were not surrendered 
and there was no agreement to sur- 
render them. We think this was a 
sufficient reservation of the liability 
of the endorser within the contempla- 
tion of the statute.” (Oil Field Gas 
Co. vs. International, 103 Pacific 
Reporter, Second Series, 91.) 


° + ° 
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or bondsman unless that power is 
given to it in its charter. The cashier 
of an Arkansas bank was appointed 
guardian of the estates of certain 
minors and the bank became surety 
on his guardianship bond. In subse- 
quent litigation it was contended that 
the bank lacked legal capacity to 
execute such a bond as surety. 
Evidence was offered tending to 
show that the bank had the power 
under its charter to execute bonds of 
the type in question as surety. The 
Supreme Court of Arkansas strongly 
indicated, however, that even without 
this charter power the bank could 
legally become surety for its cashier in 
the circumstances, because the transac- 
tion was for the bank’s benefit in the 
prosecution of its authorized business. 
‘This bond,”’ said the court, ‘“‘was 
executed for the benefit of the bank. 
The cashier did not want to become 
guardian, but the officers of the bank 
talked about his being appointed, and 
it was suggested that the guardianship 
would be worth something to the bank. 
It was stated by the officers that it 
was a good account and might amount 
to something good for the bank 


| later on. 





‘This court has repeatedly held that 
a bank could be bound by a contract 
of guaranty made for its own benefil 
in the prosecution of its authorized 
business.”” (Merchants and Planters 
Bank vs. Deaton, 141 Southwestern 
Reporter, Second Series, 543.) 


o * ¢ 


Tangled Capacities 


The troubles that too often follow 
when a bank’s employee mixes his 
outside business affairs with bank 
business, are illustrated in a recent 
North Carolina case. 

The employee of a bank was also 
president of a business corporation 
which was heavily indebted to the 
bank. To cover the debt of the 
corporation to the bank, the employee 
delivered to the bank the corporation’s 
note and with it the notes of several 
individuals as collateral. 

When the bank finally sued on the 
note of one of the individuals, the 
maker of the note set up the defense 
that the bank employee who was also 


president of the business corporation, 


had asked for the maker’s note to use 
as collateral for the corporation’s note 
and agreed to secure the note by 
delivering to the maker certain shares 
of stock. The maker wrote out and 
signed the note and placed it in a book 
in his office. His intention was to 
deliver the note when he got the 
stock. 

He never received the stock, but 
instead, he contended, the employee- 
president took the note from _ the 
maker’s office without the maker's 
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knowledge or consent and turned it 
over to the bank. 

Assuming this version of the facts 
to be true and also assuming that the 
bank’s officials had no knowledge of 
them but took the note in good faith 
for value, could the bank enforce the 
note as holder in due course? 


“The definite issue,” said the Su- | 


preme Court of North Carolina, “‘is 
whether the bank’s employee at the 
time he procured the note was acting 
as agent and in the interest of the 
bank, or as agent and in the interest 
of the commercial corporation of which 
he was president. 


to an existing or past fact and not the 
mere promise to do some act in the 
future. The maker’s chief claim in this 
regard is that the payee represented 
that as a result of his ‘efficiency’ 
analysis of the maker’s business, the 
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maker’s net income would be mate- 
rially increased. The most that can 
be said is that there may have been a 
misrepresentation as to a matter of 
intention which may have influenced 
the transaction, but such a misrepre- 





Ordinarily, if he | 


was acling as agent and in the interest | 
of the bank, and within the scope of | 


his authority as such agent in the 


procurement of the note, then the | 


bank would be fixed with notice of 


the infirmity in the note and would not | 


be a holder thereof in due course. 

“But if he was acting as agent and 
in the interest of the corporation of 
which he was president and which was 
named as payee in the note, in procur- 
ing the note, then the bank would not 
be fixed with notice of the infirmity 
in the note and would be a holder 
thereof in due course.” 

That’s one of those factual ques- 
tions which only a jury can decide. 
If the jury decides that the bank’s 


employee in obtaining the note was | 


acting as the bank’s agent, the bank 
cannot enforce the note as a holder in 
due course. (National Bank vs. 
Marshburn, 9 Southeastern Reporter, 
Second Series, 372.) 


Sd 4 ° 


Certificate of Deposit 


A certificate of deposit —depending 
somewhat on its wording—may, in 
legal effect, be a promissory note. 





Said the Supreme Court of Michigan | 


in a recent decision: 

“A certificate of deposit, payable 
on the return thereof properly en- 
dorsed, is, in legal effect, a promissory 
note, payable on demand, and the 
principles applicable to such notes 
should be applied to certificates of 


deposit.” (Union Guardian Trust 
Company vs. Emery, 290 North- 
western Reporter, 841.) 

° ¢ * 


Fraud in Note Transaction 


In resisting the enforcement of his 
note by the payee thereof, the maker 
claimed that the note had _ been 
obtained from him by fraud on the 
part of the payee. Discussing this 
defense the Illinois court said: 

“In so far as the maker relies upon 
false and fraudulent representations 
made to him by the payee as a defense 
to the latter’s claim on the note, the 
tule is that for such representations to 
constitute a defense they must be as 
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sentation as to something to be done 
in the future is not such fraud in law 
as warrants a recovery on the ground 
of misrepresentation and fraud.” 

Just the same, safest policy for 
banks is not to promise future conces- 
sions or advantages to borrowers or 
other customers unless it is certain 
that those promises can be made good 
without detriment to the bank. (May 
vs. Larson, 26 Northeastern Reporter, 
Second Series, 139.) 


* . ° 


Stop-Payments on Checks 


A further discussion of stop pay- 
ments is indicated by the following 
letter: 

Sirs: I have read with interest the 
decision of the Supreme Court of 
Minnesota, in the July, 1940, issue of 
The Burroughs Clearing House, cover- 
ing a case in which A stopped payment 
of a check after B had deposited the 
check and received credit for it. 

The question which comes to my 
mind is just what rights a bank would 
have to charge back to B if, at the 
time the check was deposited, the bank 
already had a stop order. You proba- 
bly know that the method used by 
most banks in the handling of stop 
orders on checks is to attach a special 
slip to the customer’s individual ledger 
sheet. This special slip is usually red 
and the individual bookkeeper is sup- 
posed to watch for it carefully. So 
far as I know tellers have no list of 
checks on which payment has been 
stopped. In other words, it is not 
until the check reaches the individual 
bookkeeper that it is thrown out. 

The question is as to whether the 
Supreme Court of Minnesota would 
have ruled as it did if the bank at the 
time the check was deposited was 
already in possession of a stop order. 

F. Bruce Davis, 

National Bank Examiner, 
Dallas, Texas 


In the Minnesota case mentioned by 
Mr. Davis the drawer and the payee 
of the check both had accounts in the 
same bank. The payee deposited the 
check in his account with the drawee 
bank and the deposit was duly entered 
in his pass book. Thereafter, before 
the bank had charged the check to the 
drawer’s account, a stop payment 
order was received from him. The 
bank accordingly charged back the 
check to the payee’s account. 

The Minnesota court held that the 
crediting of the check in the payee’s 
pass book was absolute payment 
which could not be undone by a subse- 
quent stop order. (White vs. Cooper- 
man, 290 Northwestern Reporter, 790.) 

But what would be the situation, 
Mr. Davis asks, if the stop order had 
been duly received by the bank and 
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thereafter by mistake or negligence 
the check was credited in the pass book 
of the payee-depositor? 

If a stop order be properly given in 
due time, the drawee bank which there- 
after pays the stopped check cannot 
charge it to the drawer’s account. 
(Bank of Moulton vs. Rankin, 131 
Southern Reporter, 450.) Nor can the 
bank recover from a bona fide payee 
or other holder the money which it has 
mistakenly or negligently paid out on 
a stopped check, in the absence of 
fraud or deception on the part of the 
holder. (National Bank of New 
Jersey vs. Berrall, 58 Atlantic Re- 
porter, 189, and cases therein cited.) 
This rule is backed by the great weight 
of authority. 

In South Carolina a bank was per- 
mitted to recover from the holder the 
amount which it had mistakenly paid 
to him on a stopped check, but this 
case seems to be virtually a lone 
exception to the general rule. (Na- 
tional Loan and Exchange Bank vs. 
Lachovitz, 128 Southeastern Reporter, 
10.) 

If instead of getting cash for the 
check, the holder deposits it in his 
account with the drawee bank, is the 
crediting of the check in his pass book 
or otherwise “‘absolute payment”’ which 
cannot be revoked? Under the Min- 
nesota decision, the crediting of the 
check in the depositor’s pass book is 
absolute and irrevocable payment 
legally equivalent to the “cashing”’ of 
the check. This follows the general 
rule that a drawee bank pays a check 
on itself by crediting it to the holder’s 
account. (Norton vs. Mercantile Bank, 
51 Southwestern Reporter, Second 
Series, 1062; National Deposit Bank 
vs. Ohio Oil Co., 62 Southwestern 
Reporter, Second Series, 1048.) 

In the Minnesota case, the check 
was credited to the holder’s account 
before the stop order was received. 
But even if the check had been so 
credited after the stop order was 
received, the crediting would seem to 
be “‘absolute payment” so far as the 
holder was concerned. As far as he 
knew, he was entitled to draw against 
the check. 

How may a bank protect itself from 
these consequences of crediting in a 
depositor’s pass book a check drawn 
on itself against which there is a stop 
payment order? One way is by a 
stipulation in the pass book or deposit 
slip to the effect that “‘checks on this 
bank will be credited conditionally, 
and if found not good at close of busi- 
ness they will be charged back to 
depositor’s account.”” (National Prod- 
uce Bank of Chicago vs. Dodds, 205 
Illinois App. 444, 447.) 

It’s true that a similar stipulation 
did not help the bank in the Minnesota 
case, but that was because the court 
found that the check was “‘good”’ when 
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credited in the payee’s pass book and 
ruled that it could not be made “not 
good” by a subsequent stop payment 
order. 

7 7 a 


Conditional Delivery 


The troublesome question of ‘‘con- 
ditional delivery” of a negotiable note 
was raised in a recent Iowa case. The 
note in suit had been given in connec- 
tion with a land transaction. 

The maker of the note claimed that 
when he executed and delivered the 
note to the payee, he told the payee 
that the latter would have to receive 
his pay out of the proceeds or profit 
on the land, or that he would have to 
take the value out of the land or any 
increase in the sale value. 

But the Supreme Court of lowa 
pointed out that the note had been 
renewed four times! 

‘The original note was returned and 
new notes were executed at least four 
times,”’ said the court. ‘“‘No evidence 
was offered to indicate any condition 
imposed upon any of the renewal 
notes. Any defense to the original 
note was as well known to the maker 
at the time of the execution of each 
of the renewals as at the time he was 
sued. Even assuming that there was 
a conditional delivery in the first 
instance, the subsequent acts of the 
maker in connection with the renewals 
showed waiver.” 


A conditional delivery, in plain 
language, means that the note is 
delivered with some sort of “string” 


attached: a type of transaction that 
banks do well to avoid! (Hoover vs. 
Hoover, 291 Northwestern Reporter, 
154.) 


° ° ° 


Notice of Infirmities 


A holder in due course of a nego- 
tiable instrument is one who has taken 
the instrument under certain condi- 
tions defined by the Negotiable In- 
struments Law. One of those con- 
ditions is that at the time the instru- 
ment was negotiated to the taker he 
had no notice of any infirmity in the 
instrument or defect in the title of the 
person negotiating it. Notice of such 
infirmity or defect means actual knowl- 
edge of the infirmity or defect or 
knowledge of such facts that the 
taker’s action in taking the instrument 
amounts to bad faith. 

‘‘Mere suspicion or even negligence 
on the part of the taker,’ says the 
Illinois court in a recent case, “‘are 
nevertheless consistent with good faith 
and are not sufficient to prevent the 
taker from becoming a holder in due 
course within the meaning of the 
statute.’’ (Anderson National Bank vs. 
Jacobson, 27 Northeastern Reporter, 
second series, 296.) 
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When a line of West Pointers goes swinging by, your admira- 





tion is not for the individual but for this splendid body of men as 








a whole » » » And in the parade of checks that pass through 








your institution, you cannot fail to be impressed by the pre- 








ponderance of important banks and business houses that use 


ae 








a Monte’’— as well as by the uniformly fine appearance and 








obvious quality of “the safety paper with the wavy lines”. 
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